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Srupies of current economic condi- 
tions are apt to be of two sorts. One 
deals with only a small fraction of the 
feld—a particular country, an industry, 
amovement. Theother presents broad 
generalizations often warranted by the 
writer's experiences and grasp of the 
facts but furnishing a minimum of con- 
crete data for the reader. The follow- 
ing chapters attempt a blend of these 
two methods, a treatment that is broad 
in scope but with a considerable num- 
ber of the facts on which the generali- 
zations are based. 

One way to present the material is 
by countries, a method of presentation 
that has much to commend it but with 
a weakness due to the international 
nature of so many modern movements. 
The procedure chosen has been, instead, 
to treat the subject topically although 
a large part of the data has necessarily 
been presented by countries. 

Since the field covered is so vast cer- 
tain shortcomings exist and are perhaps 
inevitable. Thus certain countries and 
the events in them have been given 


PurcHASING conditions in Europe 
determine to an important extent the 
degree of prosperity in the United 
States as in other countries. Political 
situations in Europe have much to do 
with the future peace of the world. 
Because of the outstanding importance 
of European conditions, the Board of 
Directors of the American Academy 
again elected Doctor Ernest Minor 
Patterson as Academy Research Fellow 


FOREWORD 


PREFACE 


slight attention. Some of these coun- — 
tries are small and relatively unimpor- 
tant, but the meager reference to Russia 
is a major defect. Also some critics _ 
may feel that some topics, ¢e.g., ration- _ 
alization, have deserved more attention 
than they have received. Perhaps 
only time will tell whether the writer’s ss 
judgment on this and other points is 
sound. 

There are only a few footnote refer- __ 
ences in the study. This is to be ex- 
plained by the fact that if adequately _ 
inserted they would have been too 
numerous. It has seemed better to | 
state in this introduction that most of _ 
the statistical material has been taken _ 
from the admirable and very complete 
documentation prepared for the World => 
Economic Conference held in Geneva 
in May, 1927. These documents con- __ 
stitute the best collection of world _ 
economic information that has ever _ 
been assembled and are heartily com- 
mended to all students of international 
economic questions. 

Ernest Minor Patterson. 


to go to Europe to make a special study | R 
of European conditions as they are 
today after nine years of peace. This 


is the second time the capabilities of 
Doctor Patterson have led the Board * 
to bestow this Fellowship upon him. __ 
His previous report was printed in the _ 
November, 1922, issue of Toe ANNALS. _ 
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For Europe the most fundamental 
problem is the density of population 
and its persistent increase. Millions 
died and were crippled during the war. 
For a time there was a marked decline 
in the birth rate, and even now the 
number of births per 1,000 of popula- 
tion is less than in pre-war days. But 
population, already of great density, is 
still growing. There is no one explana- 
tion for the involved state of Europe in 
1927, but this fact of growing numbers 
should be listed first. 

Even before the war Europe, particu- 
larly Western Europe, was a closely 
settled area. The accompanying 
map! marked to indicate comparative 
population density shows that Europe 
inthis particular is rivaled only by parts 
of Asia. In fact, if national boundary 
lines are taken as the basis the countries 
of the world ranking highest in density 
of population are all in Western Europe 
with the exception of India and Japan. 
Aided by the development of manufac- 
turing and relying on the newer conti- 
nents for food it was possible for the 
Europeans to multiply at a rapid rate. 
Each year they emigrated by hundreds 
of thousands, but in spite of this relief 
their numbers still increased. Ex- 
cluding Russia the total area of Europe 


’ was only about two-thirds that of the 


United States, but its population was 
more than three times as great. If 
instead of total area one uses the arable 


‘Reprinted by permission from Survey of 
International Affairs 1924, Oxford University 


CHAPTER 
cued, 
Growrn oF PoputaTtion 


foul 


land, or any other suitable basis for com- 
parison, the results are much the same. 
This brought certain consequences. 
A large fraction of the food necessary 
for sustenance had to come from other 
areas—notably the Americas, Australia 
and Russia. There was an abundance 
of coal in Europe and there were large 
deposits of iron ore with numerous 
other raw materials, but still many raw 
materials came from abroad and in con- 
stantly increasing amounts. When 
these products were manufactured 
they were sold in widely scattered 
markets and the profits from their 
manufacture and sale were used to pay 
for the necessary food and other com- 
modities not found in Europe. Since 
profits were large there was still left 
a considerable amount each year which 
was invested abroad. A rough esti- 
mate of those investments has placed 
them at about forty billion dollars. 
This was the state of Europe in 1913. 
Only a few comments are necessary to 
make clear certain difficulties that were 
gradually appearing. England, Bel- 
gium, Germany, France and the rest 
were becoming more and more depend- 
ent. Protective tariffs, subsidies to 
special industries and other devices 
were not bringing the economic inde- 
pendence sometimes claimed for them. 
Dependence on each other and on the 
rest of the world was growing. Wars or 
economic disturbances anywhere on the 
globe brought distress not only where 
they occurred but in Europe as well. 
Another tendency was that of a shift- 
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ing industrial balance. Until about 
1870 England unquestionably led, but 
gradually she began to feel the compe- 
tition of other countries whose indus- 
trialization had been retarded but now 
developed rapidly. This wasespecially 
true of Germany and the United States, 
but to a lesser degree of many others. 
The strain on England increased and 
goes far to explain many of the incidents 
in her history just prior to the war and, 
as some would argue, was even one of 
the fundamental causes of the war. 


INcREASED NumBErRS CAUSE 
DIFFICULTIES 


_ As numbers increased the difficulties 
grew. There were more people to be 
fed and hence a demand for more food, 
for more raw materials and for more 
markets. Everything was dependent 
on securing larger amounts of food, 
acquiring control of supplies of ore, 
wool, cotton, copper and other com- 
modities needed by the factories, and 
at the same time on finding markets 
which would take ever increasing quan- 
tities of manufactured goods. Food 
was found, raw materials were located 
and markets were developed, but the 
tension was apparent. Always there 
was the chance that some link in the 
chain would weaken and give way. 
From time to time there were catas- 
trophes, and finally the greatest of 
them all in 1914. 

In the minds of many the war and 
the subsequent peace treaty were to 
bring a solution. After the victory 
a regenerated world would easily in- 
augurate a new era of political and 
economic harmony. But nine years 
have passed and difficulties are still 
with us. For a time it was easy and 
even good form to blame the Treaty of 
Versailles, or perhaps the Germans. 
It is still correct in some circles to place 
the responsibility on Russia. Unfortu- 
nately there is no such easy answer. 


One slogan has been “back to nop. 
malcy,” still another “more prodye. 
tion.” Many swords have become 
plough shares. The world has turned 
to peace-time pursuits and undertakep 
to live in the pre-war manner. To 4 
considerable degree old business cop. 
nections have been _reéstablished, 
former trade methods have been re. 
sumed, the gold standard has been re- 
stored, government budgets have been 
balanced. But in Europe many fae. 
tories are idle and millions of men lack 
work. There is a growing realization 
that fundamental changes have oc- 
curred, that certain old problems exist 
but in an altered form and that many 
new problems have arisen. 


INcREASE DesprreE Low Birra Rare 


Notice this one fact of a growing 
population. There are certain coun- 
tries where birth control is known and 
practiced even with governmental sane- 
tion orencouragement. But in Holland 
the annual increase per 1,000 is even 
greater than in Italy, where Mussolini 
is exhorting his people to continue pro- 
lific. In Denmark numbers are grow- 
ing almost as rapidly. It is common 
belief that the birth rate is low in France 
and that population there is on the 
decrease. The facts are that the 
French birth rate from 1901 to 19138 
was the lowest in Europe and probably 
in the world. Even so, French popu- 
lation was increasing slowly and would 
have grown rapidly had there not been 
a very high death rate. 

Since the war the birth rate has de- 
clined in every European country 
except Bulgaria, although in a few 
others the reduction has been slight. 
Of interest is the fact that in the years 
1920-24 the rate in France was higher 
than in Switzerland, Esthonia and the 
Irish Free State. In 1925 it was higher 
than in Esthonia, Sweden, Switzerland, 
England and Wales, while it was only 
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a little lower than in Denmark, Nor- 
way, Germany, Scotland, Belgium and 
the Irish Free State. In that year the 


Growrn or Poputation 


“Memorandum on Production and 
Trade” (p. 9). It is reproduced here- 
with and is worth careful study. 


CHANGES IN THE PopuLATION OF THE WORLD IN THE 12 Years’ Pertop 1913-25 


Population Percentage Percentage 
Continental Groups (000,000’s) Movement Distribution 
- 1913 1925 19138 1925 19138 1925 
(a) Central and Eastern Europe: 
Including Russia @M.EBB8.B).....1 Se $02.2 100 98.8 17.1 16.0 
Excluding Russia org S. S. me ...| 157.9 | 162.5 100 102.9 8.8 8.6 
(b) Rest of Europe. . ; ‘ 191.9 201.8 100 105.1 10.7 10.7 
Europe, excluding Russia (U.S. S.R.)...| 349.8 364.3 100 104.1 19.5 19.3 
Europe, including Russia (U.S.S.R.)....| 497.8 | 504.0 100 101.2 | 27.8 26.7 
America 1° 
North America....................| 104.3 | 124.4 100 119.4 5.8 6.6 
56.2 68.5 100 122.0 3.2 3.6 
134.5] 143.7] 100 | 106.8] 7.5 | 7.6 
Asia, excluding Asiatic Russia 959.1 | 1,003.5 100 104.6 | 53.6 53.3 
1,789.3 | 1,884.7 100 105.3 100 100 


rate for France was 19.1 per 1,000 and 
for Germany only 20.6 per 1,000. 

But while birth rates are declining 
the death rates also are falling. Popu- 
lations are still on the increase though 
at a reduced rate in nearly every coun- 
try. The difference between birth rates 
and death rates per 1,000 shows that 
France is gaining in numbers more rap- 
idly than at any time since 1904 although 
her rate of increase is still much the 
lowest, little Esthonia being the only 
close rival. The French death rate it 
may be noted is the highest in Western 
Europe with the exception of those of 
Portugal and Spain. In the nature of 
things the death rate cannot decline 
indefinitely, but it is still continuing to 
do so, staying persistently below the 
birth rate. 

What is going on has been sum- 
marized concisely in a table ap- 
pearing in the League of Nations 


INCREASE OF POPULATION IN EUROPE 
FROM 1913 To 1925 


In 1913 Europe, excluding Russia, 
contained approximately 350,000,000 
people, or almost 20 per cent of the 
population of the entire world. In 
1925 the numbers were 364,500,000, 
which was a slightly lower percentage 
of world population, but not much less. 
For the entire world the percentage of 
gain was 5.3, while for Europe, exclud- 
ing Russia, it was 4.1 per cent. In 
Russia there was a considerable decline 
and in Central and Eastern Europe, 
excluding Russia, the gain was only 2.9 
per cent. The significant fact is that 
in spite of the losses of the war and in 
spite of a declining birth rate there are 
more people per square mile in Western 
Europe than in pre-war days. And, 
as we shall notice, this is highly im- 
portant for an industrialized area. 
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Already one of the most thickly popu- 
lated regions in the world, its numbers 
are increasing—not so rapidly as in the 
Americas, in Oceania or even in Africa, 
but increasing. 

In the last ten years there has been 
a revival of Malthusian discussions. 
One hundred years ago this topic was a 
burning issue in intellectual circles. 
As new world areas were opened up the 
fear of a food shortage disappeared and 
thought was given to other and more 
urgent matters. Today interest in the 
subject is renewed. Numerous and 
valuable books have been published 
with a deluge of magazine articles, 
while in the summer of 1927 a world 
population conference was held in 
Geneva. Population discussions have 
been renewed. 

It is only natural that much of the 
interest should be centered on the re- 
lation between world population and 
world food supply. The race between 
a population tending to increase in 
accordance with a geometric ratio and 
a food supply growing only at an arith- 
metic rate is fascinating for study and 
speculation. There is no occasion here, 
however, to dwell on it. Instead, it 
will be much better to state abruptly 
a conclusion about which there can be 
little if any disagreement. 

There are already so many people in 
Western Europe that living standards 
there must be materially and permanently 
depressed unless business relations can be 
effectively maintained within Europe and 
between Europe and other parts of the 
world. 

This is no simple formula. It is not 
an attempt to summarize a problem 
in a neatly turned sentence and to sug- 
gest a ready panacea. Instead it is 
merely an effort to concentrate atten- 
tion on a highly complex difficulty 
whose ramifications are numerous and 
whose solution may even be impossible. 
It is peculiarly a fundamental issue. 
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Later chapters will present topics that 
seem different and that must be studied 
by themselves. Yet they all grow out 
of this one or at least are influenced 
by it. 


Law or DImINIsHING RETURNS 


Any elaboration of this forces at. 
tention first of all on the law of dimin- 
ishing returns. If presented in all its 
complexities this law is harassing, but 
in connection with the problem at hand 
it is nothing more than the fact that 
beyond a certain point growing num- 
bers of people find it increasingly hard 
to secure any specified amount of food 
per capita from a given area of land, 
It makes no difference how fertile the 
land is or how well its fertility is main- 
tained. Unless its fertility is actually 
increased or some other scientific de- 
velopment appears to aid, there will be 
a decline in per capita output as num- 
bers grow. Up toa certain point there 
will be an increase, but this limit is soon 
reached. The inhabitants of the area 
concerned either must eat less per 
capita and have less per capita of other 
products of the earth or else must im- 
port much of what they desire. 

Importation of foodstuffs and of raw 
materials means dependence. War, 
economic crises, or even a little friction 
in business relations cause distress. 
Then, too, it must be remembered that 
outside areas will not furnish these 
products without payment. The 
densely populated countries must pay 
for what they receive. They do it by 
manufacturing the raw materials and 
then selling a part of the finished prod- 
uct to the people of other countries 
who may be willing to buy. But this 
still further increases dependence. The 
manufacturing country relies on other 
parts of the world for markets—on a 
willingness of their peoples to purchase. 
Interruption of transit, any growth of 
ill willresulting in an economic boycott, 
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a local war—almost any incident any- 
where retards business and causes 


Much of this is rather trite in these 
post-war years. Or rather it is trite 
as a generalization but is promptly 
forgotten in the confusion of other 
issues. It is easy to concentrate at- 
tention on some special problem, such 
as the desirability of reducing arma- 


difficult. Their form will vary, 
we cannot count on their 
disappearance. 
One or two specific illustrations are bs 
worth while. The first is Belgium, : 
where the density of population forthe 
country as a whole is the greatest in 
Europe. Belgian dependence can be 
shown merely by giving the trade | 
figures for two years—1913 and 1925. _ 


1) ForeIcn TrAvE or Beterom, 1913 anp 1925 

19138 1925 
_| Imports Exports Imports Exports 
Live animals. . 65,273 44,413 59,966 97,665 
Articles of food and drink. & 1,034,822 327,663 4,856,414 1,442,720 
Materials raw or partly manufactured. . 2,667,035 1,826,078 8,958,882 4,852,767 
Manufactured articles. . 869,478 1,436,430 $3,909,684 8,080,971 
5,049,859 8,715,814 17,807,650 14,536,054 


ments, of balancing government bud- 
gets or of negotiating treaties of arbi- 
tration and then to fancy that the 
satisfactory adjustment of one or all of 
these highly important matters will be 
adequate. But so long as population 
continues to increase so rapidly in a 
world governed by the annoying law 
of diminishing returns, the troubles we 


There are numerous facts shown by | 
this table that are well worth attention, _ 
but only one or two will be emphasized. _ 

Notice that Belgium imports a large _ 
quantity of food stuffs and exports but _ 
few. Notice next the high value of the 
imported raw materials. Finally ob- 
serve the large value of the exported 
manufactures. Belgium is highly de- 
pendent and its people can maintain | 


are discussing will be persistent and 
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Foreign TrApE or GERMANY, 1913 AND 1925 
(Value in gold marks—000’s omitted) 


1913 1925 
cond Exports Imports Exports 
Live animals . 289,697 7,444 122,022 15,256 
Articles of food and dink... se 2,807,829 1,069,522 4,082,177 516,919 
Materials, raw or partly manainetusel . ba a 6,279,949 | 2,274,087 6,298,981 1,640,407 
Manufactured articles....................| 1,898,211 | 6,746,181 2,004,969 | 6,625,837 
Gold and silver.................... 436,394 101,372 718,110 39,564 
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a standards only if the free move- exports. With the profits made py | tions 
ment of business is safeguarded. In manufacturing raw materials and gglj. | and 7 
1913 the population of Belgium was ing them abroad, these people are earp. | —— 
7,639,000. By 1925 it was estimated ing a large part of their food. § 
at 7,812,000. the processes of foreign trade and thei 

Another illustration is Germany, food supplies are cut off, unless they 
whose trade in 1913 and 1925areshown can (for a time) borrow or unless they 
in the preceeding table. have accumulated reserves upon which 
Notice that Germany also is a very to draw. More food could be pro. | —— 
dependent country and inthesame way duced within each of these countries | Es 


as Belgium. 
Another way to express the problem 
is shown in the following table which 


but less could be secured per capita 
than by following the other method | @) R 
of importing food paid for by manufac. 


gives the trade of several countries by turing. So long as trade can be kept | furop 
classes of commodities for the year freely moving the method being fol. | — 
1985. (French figures are for 1922.) lowed is the better. Europ 
= Trape or Certain Countries By CLasses or Commopirtes, 1925 
(Percentage of distribution, by value) — 
Worlc 
Imports 
Live animals. . 0.3 4.4 1.5 0.9 iT 
a Articles of food and drink. ar ree 27.3 23.1 22 .6 30.7 the p 
Materials, raw or partly manu- 
> 50.3 49.4 54.8 
Manufactured articles........... 22.0 23.0 20.9 15.2 
0.1 0.1 0.7 5.5 
wae 100.0 100.0 100.0 100.0 N 
Exports exch 
Live animals. ee 0.7 0.5 0.4 0.2 a 
Articles of food and drink . 9.9 18.3 9.0 5.8 who 
_ Materials, raw or partly manu- | of re 
factured. . stebahelt 33.4 19.1 20.8 18.6 the 
a Manufactured articles............ 55.6 61.9 69.4 75.0 ithe 
_ Gold and dilwer................. 0.4 0.2 0.4 0.4 
100.0 100.0 100.0 100.0 
For each of these four countries in But trade has lagged in Europe. The 
this table raw or partly manufactured _ trouble hasnot been with production but 
materials are some 50 per cent of the with the exchange of goods. Indices A 
imports, and manufactured articles of trade within the various countries Eco 
are from 55 to 75 per cent of the ex- are not available, but trade between ton 
ports. Imports of food are from 23 to the countries together with popula | ™“* 
30 per cent of the total imports, but, tion and production of raw materials 000 
with the exception of Czechoslovakia, will be found in the accompanying fort 
are only from 6 to 10 per cent of the table, taken from the League of Na- = 
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“Memorandum on Production 1925 was far behind the rest of the 


tions 


and Trade.” world). Yet the “quantum of trade” 
‘ ateria 
Continental Groups 1925 1924 (1) 1925 1924 1925 
| 
As Percentage of That in 1913 

(a) Eastern and Central Europe: 

Including Russia (U. S. S. R.) ? 99 82/3 102/3 62 73 

Excluding Russia (U.S. S. R.) ? 103 88 102 71 82 
(b) Rest of Europe................ 105 101/2 106/8 98 99 
Beeps, excluding Russia (U.S. S. R.)? 104 94 104/5 89 94 
Europe, Russia ant R.)? 101 89/90 104/5 84 89 
North America . 119 114.5 126 126 187 
Caribbean’. . 107 186/8 169/71 132 128 
South America . 122 119 134/5 91 97 
Africa . aie 107 132 138/9 97 99 
Asia, excluding Asiatic Russia. 105 116/22 116/24 123 136 


1The double figures shown for production result from different methods of calculation. For 
the purposes of the general conclusions here drawn, too much emphasis should not be laid on ~- 
precise figure or figures given, but attention should be paid rather to their general order of of magni- 


tude; the approximate mean of the range given may be adopted. al ‘- mn ‘al 
*Union of Socialist Soviet Republics, i.e., including Asiatic Russia. 


*Central America, Mexico and all islands in the Caribbean Sea. 


Notice that the population of Europe was in 1924 only 89 per cent and in 
excluding Russia has grown at the 1925 only 94 per cent of that in 1913. 4 
same rate as that of the world as a The British delegates to the Inter- — 
whole, and that by 1925 its production national Economic Conference at ied 
of raw materials had increased byabout Geneva in May, 1927, stated that a oo 
the same percentage as population British exports were only about 80 per — te 
(though in 1924 it had lagged, and in cent of pre-war. 

At one of the meetings of the World _ but ten million is far too large a number ve ; 
Economic Conference Mr. W. T. Lay- to be dismissed as a regular, or “al 
ton of Great Britain made the striking sary part of our economic life. Or if it | 
assertion that there are some 10,- isso usual in these post-war years as to. 
000,000 unemployed in Europe. Un- _ be called normal, it is a tragic evidence 
fortunately there is such a thing as a of man’s inability to organize his social __ 
“normal” amount of unemployment, life and tosolveits problems. = 
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analysis of this unemployment by 
countries and by industries is worth 
_ while, but a few of the conclusions of 
_ the previous chapter should first be re- 
called. Europe’s population is numer- 
ous and continues to grow. Already 
standards of living are difficult to main- 
tain. Unless relief can be found these 
standards, which have never been 
high, will fall, with consequences that 
can perhaps be imagined but cannot be 
clearly forecast. Among them may be 
social unrest, physical deterioration of 
the underfed masses, revolution, blood- 
shed. 
This may be gloomy foreboding. 
Appreciable relief from population 
pressure was found in several ways 
during the nineteenth and early twen- 
tieth centuries, and perhaps will be 
found again. 
One form of relief was the process of 
industrialization. Whether the growth 
of industry came because of the pres- 
sure of population is perhaps doubtful. 
Instead, it may be that population in- 
creased because manufacturing made it 
possible for larger numbers to exist in a 
given area. Both changes occurred. 
More and more people did concentrate 
in Western Europe and they main- 
tained themselves, not by agriculture 
where the limitations were narrow, but 
by industry—importing food and raw 
materials and exporting their manu- 
factured products to world markets. 
Further relief along this line can be 
found only if other parts of the world 
can furnish food in constantly increas- 
ing amounts and if the processes of 
trade can be kept freely operating. 
Only the agricultural economists can 
forecast with authority the future of 
the world’s food supply. They agree 
that there is somewhere a limit to the 
number of people that can be sustained, 
but beyond this they differ widely in 
their estimates. An examination of 
available data makes it clear to the lay- 
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man that some countries which wer 
formerly sources of food, ¢.9., the 
United States, are exporting less of it as 
the years pass, and are even importing 
food while exporting more manufae. 
tured goods in competition with Rp. 
rope. It is also to be noticed that some 
areas, notably Russia, are for the pres. 
ent not to be relied upon for food. 

Whether the processes of trade cap 
be made to function smoothly is the 
other factor. Trade collapsed in 1914, 
and since 1918 its operation has beep 
erratic and unsatisfactory. Economie 
codperation was fitful and difficult be. 
fore the war, and since then the older 
causes of friction have not been re 
moved while many new ones have ap- 
peared. Later chapters will consider 
them. 

Another form of relief was a declining 
birth rate that at least retarded the 
growth of numbers. But the death 
rate has also declined. That a balance 
will soon be attained is by no means 
likely, and that any actual decrease will 
occur in the calculable future seems 
quite improbable. Certainly major 
policies of today must be based on the 
assumption that the population of Eu- 
rope, and of the rest of the world, will 
continue to grow even though more 
slowly. 


A third form of relief was found in | 


emigration. These movements of pop- 
ulation were in part temporary but in 
part permanent. Some were overseas 
and some were within Europe. All of 
them tended to relieve the strain either 
by reducing the total numbers in the 
older countries or by effective readjust- 
ment in their location. 


OvERSEAS EMIGRATION IN 1913 


Prior to 1913 emigration from Eu- 
rope to all other parts of the world was 
large and constantly growing, until the 
annual overseas movement was ap- 
proximately one million five hundred 
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thousand. The accompanying table 


shows the numbers from the leading 
countries during the period 1880 to 


1913. 


OverseA EMIGRATION OF NATIONALS OF EUROPEAN COUNTRIES FROM 1880 To 1913 


MIGRATION AND UNEMPLOYMENT 


allow for the numbers each 
year, but these were not very important — 
except in the case of Italy.) Germans 
left in large numbers from 1880 to 1890, 


Yearly Average 
Country 

1881-1890 1891-1900 1901-1910 1911-1913 

22,384 35,680 110,332 240,979 
Belgium , 4,027 2,850 3,055 5,607 
2,679 5,905 15,883 13,384 
134,242 52,988 27,965 22,359 
Great Britain and Ireland.............. 255,853 174,279 281,843 390,292 
99,000 157,959 361,517 408,550 
5,211 2,393 2,801 2,374 
18,669 9,485 19,086 10,486 
See 37,782 38,780 109,090 161,709 
$2,751 20,451 22,404 16,228 
Switzerland 9,091 4,408 4,907 5,858 
648,383 537,218 998,756 1,368,367 


Interesting points in this table are 
the emigration of large and growing 
numbers from Great Britain and Ire- 
land; the much more rapid growth of 
Italian emigration from 99,000 per year 
in the earliest decade to an average of 
408,550 in the period 1911 to 1913; an 
increase fully as striking in the numbers 
from Austria-Hungary and from Spain; 
and a decrease in the movement from 
Germany to a somewhat unimportant 
number. 

Some relief from the pressure of liv- 
ing conditions was thus secured. For 
Europe as a whole the total emigration 
was no large percentage of the total 
population, but for particular countries 
it was very important. ‘Toward the 
close of the period there were each year 
over 400,000 less people to be fed in 
Italy, nearly 400,000 less in England, 
nearly 250,000 less in Austria-Hungary 
and over 160,000 less in Spain. (These 
figures, of course, must be reduced to 


but the industrialization of Germany in — 
the later years made it possible forthe __ 
increase in population to be employed 
at home. This growth of manufactur- — 
ing lessened Germany’s dependence on 
the rest of the world for many manu- — 
factured goods but soon increased her _ 
dependence for food, raw materialsand _ 
markets. This is a highly important 
economic fact at present. 


Recent EuroreAN EMIGRATION 


During the war this movement was © 
of course checked. After the war there | 
was an increase, but not to the pre-war _ 
level. The numbers have at no time © 
reached a million per year, the maxi- 
mum, according to available statistics, 
being 895,665 in 1923. The accom- 
panying table gives the figures for the | 
years 1920 to 1926. 

In 1925 there were 519,885 emi- — 
grants from the countries named in the © 
table. In 1925 the number leaving the © 
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Oversea Emicration or EvRoPEANS from 
cour 
Countries 1920 | 1921 | 1992 | 1923 | 1924 | 1925 | 9g pe 
ch 5,200 | 5,176 | 10,579 | 15,497 | 2,650 | 4,697 by t 
Belgium.....................| 4751] 2018 | 2,041] 1,885 | 1,998 | 2,498] 
| 14,848 | 18,843 | 6,626 | 7,379 | 12,09 
6,300 | 5,309 | 4,094] 7,601] 2,923/| 4,578 | 594) —— 
5,595 | 3,557 | 5,715 | 13,835 | 5,114| 2,075] Toy 
8,457 | 22,681 | 36,470 | 115,088 | 58,328 | 62,828 | 6495) pelgi 
Great Britain and Northern Caecl 
Ireland 285,102 | 199,477 | 174,096 | 256,284 | 155,374 | 140,594 | 166, | Italy 
Hungary . 1,000] 6,004] 5,544] 5,087] 1,710 | 3,519 | 5,85) Spait 
Irish Free State.............. Se Ba Bet 13,396 | 19,077 | 30,181 | 30,0} Swed 
es Q11,227 | 198,891 | 128,529 | 186,192 | 137,517 | 104,421 | 119,055 
5,978 | 3,286] 2158 | 5,648 | 3,137 | 2,987] $205 
65,581] 4,627] 6,456 | 18,287] 8,492 | 6,975] 
Poland......................| 74,121 | 87,834 | 38,516 | 55,401 | 22,511 | 38,649 | 49,457 
Portugal.....................| 46,410 | 17,915 | 29,037 | 30,792 | 22,279 | 21,575 | S4,1g2 U 
 Roumania.... 10,000 | 2,058 | 16,812 | 12,719 | 3,105 | 3,540 | 
- Serb-Croat-Slovene Kingdom. . 5,988 | 12,965 | 6,086 | 9,370 | 17,238 | 15,005 | 15.7% 
Spain... .|150,566 | 62,527 | 64,119 | 98,246 | 86,920 | 55,544 | 45,99} 50m 
Sweden. . 7,093 | 5,881 | 8,895 | 26,559 | 8,401 | 8,576 | 10,9) acti 
Switzerland 7,988 | 6,102 | 4,924] 7,121 | 3,454] 4,334] 4967] wor 
845,776 | 647,568 | 561,707 | 895,665 | 574,223 | 519,885 | 610,331 
British Isles declined to 140,594 as From 1900 to 1909 American imni- 
contrasted with 285,102 in 1920; the grants varied in numbers from 448,00 
number from Italy to 104,421 as com- to 1,285,000 per annum and in the 
pared with 211,227 in 1920; from Spain period 1910 to 1914 from 838,000 to 
to 55,544 from 150,566 in 1920. 1,218,000 per annum. But in 19%| — 
Care must be taken not to interpreta America received only 572,229, and this a 
_ decline for a given year as evidence of number was reduced to 135,000 in 19%, |g... 
permanent movement, but there isno 171,000 in 1925 and 182,000 in 1926.) [tal 
mistaking the general trend. Overseas A striking illustration of the effect of | Pol 
‘emigration has been reduced. While our legislation is found in the case of | Por 
birth rates still exceed death rates and Italy. In 1924-25 the Italian govern- - 
_ population density is increasing, emi- ment received about 600,000 applica-| Ver 
_ gration as a form of relief is less utilized. tions for passports, but was able to 
Some countries, e.g., Russia, are not issue an average of only 173 per month. 
included in the tables, but their addi- ‘ —_ 
tion would not alter the general sit- Migrations witHin Europe 
uation. This analysis of overseas emigration dey 
This decline is due primarily to the need not be prolonged. It is clear that | ™° 
decrease in the movement tothe United fewer people have been leaving Europe,| ™’ 
States which is in turn due, chiefly but movements within Europe have the 
though not entirely, to our restriction been highly important. The accom-| 
_of immigration, particularly in 1924. panying table shows the emigration Fr 
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“from @ number of ¢ countries to other 


countries on the Continent. The 
movements have clearly been influ- 
enced by the labor market as is shown 
by the sharp decline in 1921. 


_Mieration UNEMPLOYMENT 


because of continued inflation and in- 
tense business activity until late in 
1926. Large numbers of workers from 
other parts of Europe have been enter- 
ing that country, thus lessening mate- 


CONTINENTAL EMIGRATION FROM EvroPEAN COUNTRIES 


Country 1920 1921 1922 1923 1924 1925 1926 

Belgium (French 28,422 | 26,260 | 24,677 | 33,912 | 40,256 | 46,777 | ...... 

epenevekio. .....| 16,000 | 16,000 | 17,985 | 16,369 | 19,050 | 14,509 8,524 

Italy. . ....| 158,717 | 88,295 | 170,155 | 229,854 | 271,089 | 159,737 | 126,297 

Poland. . 26,846 | 12,129 | 31,873 | 72,058 | 52,082 | 42,769 | 117,136 

Portugal (French figures). 6,741 | 1,041 | 8,749 | 12,043 | 14,218 | 6,008] ...... 
Spain — agua. .| 58,306 | 28,310 | 45,392 | 36,497 | 38,960 | 19,005 

Sweden........ 8,149] 8,069] 2812] 2679] @270/......] ...... 

288,181 | 175,104 | 301,143 | 403,412 | 437,925 | 288,805 | ...... 

Unable to go overseas, the movement _rially the pressureat home. This relief 


has grown within Europe. Inflation in 
some countries has stimulated business 
activity and employment, attracting 
workers from countries with lower 
standards or suffering from economic 


has been particularly great for Belgium, 
Italy, Poland and Spain. It is so 
interesting and so important that the 
facts are presented in the accompany- 
ing table. ‘ 


Foreign Workers Entering France Foreign 
(1 January, 1920 to 1 January, 1926) Workers “a 
Nationality Leaving 
: Industry | Agriculture Total In Percentage | France—1 Jan., 
of Total | '20—1 Jan., 
105,200 95,114 200,314 17.0 
Ceechoslovaks.......... 10,273 12,317 22,590 2.0 
Greeks... . 1,805 1,805 0.1 
ee 360,842 59,404 420,247 35.7 158,562 hy 
124,632 66,197 190,829 16.2 . 
Portuguese............ 27,678 6,018 33,696 2.8 28,271 als 
11,652 1,029 12,681 1.0 
Spaniards.............. 43,562 177,919 221,481 18.0 74,059 ne 
64,085 10,188 74,273 6.4 . 
739,930 428,186 1,178,186 100.0 287,092 
depression. Because of unemployment This table gives the movement into 


most countries have adopted measures 
severely restricting immigration, but 
the movements of workers have been 
considerable in spite of these laws. 
France has been a notable illustration 


France only through 1925. In 1926 


the number of aliens entering France 
declined very markedly. The figures 
for several years, but not classified, are 
given herewith. 
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ALIENS AND LEAvING FRANCE 
(1920-26) 
NS Year Entering | Leaving 
1920... 193,942 | 12,15! 
re 193,113 | 50,309 
273,527 | 59,951 
(1995 176,261 | 54,397 
= 170,366 | 41,174 
1927 
¢ January. . 1,764 | 8,128 
february............ 187 | 8,364 


When a larger measure of stability is 
secured in Europe some of these migra- 
tions will presumably cease. They are 
by their very nature temporary and 
must end, although of course demands 
of this sort for workers may continue to 
appear from time to time. 

Migrations are thus of several kinds. 
They are permanent or temporary. 
The permanent European movement is 
chiefly overseas rather than within the 
continent. The temporary shifts may 
be of the irregular or sporadic sort just 
described and are explained by some 
unusual difference in economic condi- 
tions within the two countries affected. 
Or they may be due to seasonal de- 
mands which each year at certain times 
draw workers from one section to an- 
other. Such movements may be en- 
tirely within a given country or across 
national boundary lines. Migrations 
of this kind will tend to persist even 
after the sporadic type have diminished 
in importance. 

There are many parts of the world 
willing and anxious to receive immi- 
grants. Some countries even actively 
encourage it by making a cash grant for 
transportation, by giving various forms 
of assistance on arrival, by facilitating 
settlement and in other ways. Also 
though emigration from some countries 
has been restricted by various methods. 


other countries have definitely encour. | 


aged it. Austria, Japan, Belgium, 
Switzerland, Italy and Great Britain 
have given assistance of different kinds 

But the net result in recent years has 
been a very marked retardation of the 
movement. Population pressure jg 
being slightly relieved, but not ade. 
quately. A comparison of natural 
growth of population in Great Britaip 
with the emigration from that country 
shows that only from 60 to 70 per cent 
of the annual increase in numbers js 
going abroad. Only about 25 per cent 
of the annual addition to the Italian 
population is now going overseas, and 
the temporary movement from that 
country to France has probably come 
to an end. 


GENERAL EFFECTS OF MIGRATION 


It is clear that neither the decline in 
the birth rate, nor emigration, nor both 
combined will lessen population pres- 
sure at least foratime. And with the 
tendency in many parts of the world 
toward restriction of immigration it is 
not probable that overseas movements 
will increase very markedly. Perhaps 
the birth rate will fall until numbers no 
longer increase. They may conceiva- 
bly diminish. But for the present this 
may not be expected. Instead efforts 
must be directed toward finding ade- 
quate reserves of food and toward 
facilitating freedom of exchange be- 
tween the different parts of the world. 

The seriousness of the situation at 
present is revealed by an examination 
of the extent and nature of unemploy- 
ment in the leading countries of Eu- 
rope. Since it is hardly practicable to 
give any complete statement for any 
long period of time, the figures will be 
given for a number of countries only 
and for but two dates—January 31, 
1927 and the most recent date for which 
statistics are available at the time this 
is written. These are for either April 
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30 or May 31 of this year. Where 
both wholly unemployed and partially 
unemployed are available the two have 
been combined. 

Before the table is examined it should 
be carefully noted that unemployment 
statistics are never complete. Data 
can be gathered covering only trade 
union membership or those receiving 
public aid, or the registered unem- 
ployed. As a result the number un- 
employed at any given time is larger 
than the statistics show. Also com- 
parisons between countries should be 
made very cautiously. Total popula- 
tions vary and methods of collecting 
statistics differ widely. 


Sratistics or UNEMPLOYMENT IN Europe * 


(See text for explanation) 


Country Jan. $1, 1997 
Eee 235,464 152,499 
Belgium........ 47,208 32,298 
Czechoslovakia. . . 33,371 22,400 
Denmark....... 87,100 55,200 
France.......... 56,275 23,710 
Germany........ 820,055 $71,548 
Hungary........ 20,420 13,552 
Ireland......... 29,046 22,776 
Italy...........| 289,062 275,532 
Netherlands..... 45,658 20,993 
Norway......... 10,290 pes 
208,536 176,844 
Sweden . 39,344 31,882 
Switzerland...... 19,370 9,547 
United Kingdom .| 1,451,103 1,058,791 


* Monthly Bulletin of Statistics, June, 1927. 
Published by the League of Nations. 


No method of presenting the facts 
about unemployment is satisfactory, 
and a few comments on the figures 
given may help. For none of the 
countries given are the numbers the 
highest that could be found within the 
last twelve months. January last was 
chosen because it is the most recent 
mid-winter date. 
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employment is apt to increase unless 
the seasonal tendency is offset by some 
other influence such as the deflation 
crisis in Italy, although even in that 
country conditions have now slightly 
improved. 

That these numbers are serious can 
be shown by pointing out for some of 
the countries the percentage of the un- 
employed among trade unionists. On 
January 31, 1927 these percentages 
were as follows: Belgium, 2.6 for wholly 
unemployed and 5.1 for partially em- 
ployed; Denmark, 32.1; Germany, 16.5 
and 6.6; Ireland, 11.8; the Netherlands, 
15.6; Norway, 30.2; Sweden, 16.2; the 
United Kingdom, 12.1. 

While we may view with satisfaction 
the improvement that is to be noticed 
since last winter we must not be blind 
to the fact that similar gains have been 
made from time to time since the war 
only to be lost. Conditions were worst 
in Germany in the winter of 1923-24 
but were nearly as bad in the winter 
of 1925-26. England’s troubles are 
always worst during a coal strike, but 
the coal problem is not settled. Un- 
employment in the Scandinavian coun- 
tries was at its worst since the war 
during the winter of 1926-27. 

Since conditions in Great Britain 
have been so persistently bad since 
1920 it is worth while to notice the 
fluctuations in that country over a 
period of years. They are given in the 
accompanying table which does not 
include the striking coal miners either 
in 1921 or in 1926. 

The next chapter of this study places 
considerable emphasis on the concen- 
tration of depression in certain impor- 
tant industries. As a further elabora- 


tion of the discussion of unemployment 
in this chapter and also as an aid in the 
examination of the next topic it is en- 
lightening to ascertain in what indus- 
tries the most unemployment is to be 
found. 


On June 20, 1927 there were 
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British UNEMPLOYED 
Percentage among Insured Workpeople—Great Britain and Northern Ireland 


1921 1922 1923 1924 1925 1926 1927 
8.2 16.2 12.7 11.9 11.5 11.0 12.1 
9.5 15.7 11. 10.7 11.3 10.4 10.9 
11.3 14.6 11.1 9.9 11.1 9.8 9.9 
April. . . 15.0 14.4 10.9 9.7 10.9 9.1 9.4 
May. . 17.6 13.5 10.7 9.5 10.9 14.3 8.8 
Gee «a tae 17.8 12.7 11.3 9.4 11.9 14.6 8.9 
14.8 12.3 11.5 9.9 11.2 14.6 
October. .. 12.8 12.0 aa.? 11.1 11.4 13.6 
15.7 12.4 11.5 11.0 11.0 13.5 
EP eee 16.2 12.2 10.7 10.9 10.4 11.9 


1,069,386 workers in Great Britain who 
were wholly or partly unemployed. 
About two-thirds of this number were 


The preceding chapters have made 
it clear that Europe’s problems in 1927 
are not to be explained by a lack of 
man power. There were terrible 
losses in the war, but the different 
countries now contain more people 
than ever before. Hundreds of thou- 
sands have been maimed or in other 
ways made useless for productive 
work, but still other hundreds of thou- 
sands are available to take their places. 
Millions of able-bodied men are idle. 

Nor is there a shortage of the other 
factors of production. The natural 
resources of Europe have not materi- 
ally altered. There are still the huge 
reserves of coal and iron ore, the same 
acres of land. With minor exceptions 
nature is as fruitful as ever. 


. Building......... 

accounted for under the following 
headings: Other road transport .. 
Coal mining. .... 233,380 Shipping service . 
Steel-melting, ‘Pudding, rolling ‘mills Canal, river, dock and harbor service. 

and forges. . $2,651 Distributive trades. . 


PRODUCTION AND Propuctive Capacity IN EuRoPE 


General engineering. .. .. . 
Shipbuilding and repairing. . 
Cotton and woolen and worsted... 


But many observers have argued 
that the great war destroyed European 
capital worth hundreds of billions of 
dollars; that this destruction must be 
replaced; and that until this has been 
done economic recovery will be ham- 
pered. Because of the destruction it 
is contended that huge loans to Europe 
are needed in order that the ravages of 
war may be restored and productive 
capacity return. 

This is one of the most unfortunate 
of many delusions that have hampered 
post-war recovery. There was a ter- 
rible loss of capital, especially in 
certain war areas—in northeastern 
France, in eastern Prussia, in Poland 
and elsewhere. There was also a con- 
siderable deterioration of buildings, 
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farming land, machinery and other 
equipment due to the neglect or de- 
preciation during the war. But for 
the most part the cost of the war was 
met out of current income. Food, 
clothing, guns, ammunition and other 
supplies were produced and consumed 
during the period of fighting. This 
was necessarily the case. To only a 
slight degree could material produced 
in previous years be utilized. Current 
production or income had to be relied 
upon almost entirely. 


Destroyep CapiraL REPLACED 


Moreover, much replacement of de- 
stroyed capital has already taken place 
and has been cared for largely by the 
Europeans themselves. the 
French have almost entirely rebuilt 
their devastated areas. It may have 
been done in part through the creation 
of an enormous internal debt and in 
part by inflation of the currency, but 
they have done it. Moreover,. they 
have done it by themselves and a com- 
parable restoration has occurred else- 
where in Europe. 

But this is only a part of what has 
occurred. Not only has this destroyed 
capital been replaced, but during the 
war and since Europe has in many di- 
rections actually increased its supply 
of capital until some industries are 
better equipped than in 1914. Pro- 
ductive capacity is in many lines far 
larger than before the war. Plants 
have increased in size, their equip- 
ment is better, their organization has 
improved and their potential output 
is larger. There is not a shortage 
of capital. There are today many 
difficulties immediately traceable to a 
productive capacity in excess of the 
market demand. Or, still better, the 
markets are not ready to absorb at a 
price that will cover costs all of certain 
kinds of goods that can be produced. 
One test of this productive capacity 
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is the amount actually produced, and a 
table presented for the TFreparatory 
Committee of the International Eco- 
nomic Conference as given above 
(p. 7) shows that the production of 
raw materials in Europe was in 1925 
4 or 5 per cent greater than in 1913. 
This increase just about corresponds 
to the growth of population in the same 
period. 

But this index is general and in- 
cludes 56 different commodities. Pro- 
duction in Europe, excluding Russia, 
is given by groups in the next table 
which has been arranged from the re- 
port already referred to. Volume, 
not values, is given by allowing for 
price changes since 1913. 


Propuction Inpices ror (Exciupine 
Russta) Weicutep sy 1913 Prices 


(1913= 100) 
1923 | 1924 | 1925 
89 80 99 
Cereals and other food- 

Colonial produce, tobacco, 

86 | 124 107 
Oil seeds, etc...........] 118 131 | 108 
120 143 | 177 
Wood pulp........... 97 | 115 | 181 
Metals..... 72 88 | 95 
Fertilizers and chemicals.| 113 118 | 181 
General index.......... 88 94 | 105 
General index (excluding 

foodstuffs) ........... 84 99 | 103 


This table shows wide differences. 
The production of cereals, fuels and 
metals was less in 1925 than in 1913. 
The production of textiles, of wood 
pulp and of fertilizers and chemicals 
was much larger in the later year. Be- 
fore attempting any explanation it 
will be well to examine the condition 
of particular industries as given in 
still another table. 


= 
= 
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Propvuction Inpices ror Evrope (Exciuprine Russta) AND FoR THE Wortp— 

PERCENTAGES OF 1913 * 

Petroleum. . 89 104 263 277 
Pig-iron and ferro-alloys. . 78 84 87 98 
Raw steel (ingots and castings). . cb 93 100 103 118 
Sulphuric acid. . 99 126 
Superphosphates of calcium 97 104 100 118 
Cotton mill consumption. 88 88 102 108 
Natural silk . 133 101 142 156 
Sugar (cane and beet) . 116 112 138 142 


* Adapted from a table in “Summary Memorandum on Various Industries,” p. 9. This memoran- 
dum was among those submitted to the International Economic Conference at Geneva, May, 1997. 


It will be noticed that this table gives 
the output of certain leading industries 
for 1924 and for 1925 as percentages of 
that for 1918. These are given first 
for Europe and then in parallel columns 
for the world during the same years. 
For the moment attention will be cen- 
tered on the figures for Europe only. 
A little later some comparisons will be 
made between the facts for Europe and 
those for the world as a whole. 

The larger amount of detail is help- 
ful. The table immediately preceding 
showed the textile industry of Europe 
as much more productive than before 
the war, while this one makes clear a 
decreased mill consumption of raw 
cotton but an increase in the produc- 
tion of natural silk and an enormous 

gain in that of artificial silk. Mechan- 
ical engineering lags, but electrical en- 
gineering has forged ahead. The index 
for the nitrogen industry is 249 for 
1925, but that for shipbuilding is 66, or 
only two-thirds of the pre-war year. 


PresENtT Output COMPARED TO 
TuHat or 1913 


For some commodities the compari- 
son of present European output with 
that of a single pre-war year (1913) is 
hardly fair since the earlier year was 
one of special prosperity. But on the 
whole the picture given is not mislead- 
ing. Of course it should not be thought 
of as highly precise. 

Although viewed broadly, as it 
should be, this table permits a few 
comments on the nature of the changes 
that have taken place in Europe and on 
some of their consequences. It should 
be noticed that the list given is not 
sufficiently inclusive to warrant sweep- 
ing generalizations about the total vol- 
ume of European production. The 
report from which the list is taken notes 
the omission of the motor car and rub- 
ber and the boot and shoe industries, 
all of which have developed rapidly. 
Current production statistics are avail- 
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able for only a limited number of indus- 
tries. 

It seems clear, however, that there is 
an increased demand and hence a sus- 
tained or increased output of articles 
for immediate consumption and to some 
extent for higher quality goods. Cer- 
tainly the demand for articles of food 
has been maintained as shown by the 
index of 106 for “‘cereals and other food- 
stuffs” in one of the tables above. This 
suggests the continuance of a demand 
for certain articles that are designed 
for immediate use. The strength of 
the demand for high quality goods is 
brought out in the following quotation 
from one of the reports to the World 
Economic Conference: 


The fine cotton-spinning end of the cotton 
industry is in a much more satisfactory po- 
sition than are the sections of the industry 
spinning medium and coarse counts. In 
the woolen industry in the United King- 
dom, the tendency has been towards the 
production of higher qualities, the use of 
finer qualities of wool, the substitution of 
virgin wool for mungo; merinos are replac- 
ing cross-breeds. One of the causes of the 
falling-off in the production of coal-tar 
dyes is that the demand for cheap blacks 
has sunk. 


Another significant fact is the de- 
creased output of certain products that 
have bulked large in the economic life 
of many countries. Coal is one illus- 
tration. Others are iron and steel, 
shipbuilding and the manufacture of 
cotton goods. The two most impor- 
tant exports of the United Kingdom 
have been cotton piece goods and coal, 
and another of her most important in- 
dustries has been shipbuilding. All 
three of these lines are suffering from an 
acute depression that has lasted for 
years. 

Finally the problem for Europe is not 
entirely one of a decreased demand for 
certain products. It is to some extent 
the growing output of other parts of 
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the world. The table on page 16 gives 
indices of productivity not only for 
Europe but also for the world as a 
whole. Shipbuilding is the only indus- 
try in the list which shows a world-wide 
depression of a serious sort. Coal and 
pig-iron are below the 1913 levels, but 
only slightly so, and in some parts of 
the world the output of both of these 
has increased. Petroleum output is 
lagging in Europe, but the 1925 world 
index is 277. Comparable differ- 
ences, though in varying degrees, are 
to be noted for raw steel, mechani- 
cal engineering, sulphuric acid, super- 
phosphates of calcium, tar dyes, cotton 
mill consumption, silk and sugar. In 
most lines the rest of the world has been 
advancing while Europe lags. In only 
one industry in the list—nitrogen—is 
Europe leading. 

Such facts as these are most re- 
vealing. In certain lines European 
output is larger than in 1918, which 
means that productive capacity— 
fixed capital, available labor supply, 
etc.—is as large or larger than in pre- 
war days. In many other lines there 
is a retardation of output whose conse- 
quences are tragic. But this retarda- 
tion does not mean a_ restricted 
capacity. Instead there is in many or 
perhaps most cases a large but idle 
plant with thousands of willing though 
unemployed workers. A glance at the 
distribution of unemployment in Great 
Britain as given just at the end of the 
preceding chapter makes this clear. 
Coal mining, shipbuilding, iron and 
steel, textiles and a number of other 
industries closely depending on them 
account for an important fraction of 


the total number. 


UNEMPLOYMENT 


Unemployment with its suffering is 
the direct expression in human terms 
of the maladjustment which this chap- 
ter is describing. 


Another evidence is 


; 
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the idle buildings and machinery, for 
in many lines the potential output of 
tools and plant is much greater than 
the market demand. Or, as already 
pointed out, this productive capacity 
is greater than the market will take so 
long as costs of production and hence 
prices are so high. 

This is one of the perplexing anom- 
alies of the situation. It is serious be- 
cause an idle plant means lack of in- 
come to the owners of the property and 
much more serious because of the re- 
sulting unemployment just described. 
Large plants were developed in certain 
industries either before the war, dur- 
ing the war or in the early post-war 
years. So long as prices were high and 
the demand for goods strong, they 
could be operated to advantage al- 
though capitalized at a high figure. 
Even a moderate output yielded 
enough return to meet all expenses and 
leave a comfortable profit. 

But when prices fell in 1920 and 1921 
the situation was at once altered. 
Goods could no longer be sold at a high 
enough price to cover costs, and costs 
were hard to reduce. Laborers ob- 
jected to reductions in wages. Owners 
of securities do not offer to take a 
lower return and the bondholders at 
least have a legal claim for a stipu- 
lated rate of interest. So long as sell- 
ing prices were kept high goods could 
not be sold in quantities. Small 
orders forced a curtailed production 
and the small output had to carry the 
entire charges—both operating and 
fixed. This meant, of course, a very 
high cost per unit and a loss on each 
unit of product sold. 

Relief was possible in case sales 
could be increased. But maladjust- 
ments in many parts of the world made 
this impossible. Moreover, while a 
large volume of sales means production 
at a small cost per unit, costs cannot 


be reduced indefinitely. A steel mill, 
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it is said, must operate fully 60 to 79 
per cent of capacity before it can make 
money for its owners, but operation, 
even at 100 per cent of capacity, 
would mean a loss if the product, say 
steel rails, is sold at too low a figure. 


TECHNICAL ProGress CAUSES 
CHANGE 


The general fall in prices in 1920 and 
1921 thus caused serious difficulty for 
industries capitalized during the high 
price régime. But many of them could 
have continued to operate more suc- 
cessfully had not other factors entered 
in to complicate the situation. One of 
these was the shift in demand due to 
technical progress. The growth of 
motor transportation has affected the 
use of railways and hence the demand 
for railway equipment. Cotton and 
woolen fabrics have to some extent 
been replaced by knitted artificial 
silk goods. The demand for shipping 
tonnage is lessened because the average 
speed of ships has grown and the service 
performed by each ship has increased, 
Sulphuric acid was formerly manu- 
factured from pyrites concentrated 
chiefly in Spain. Now it can be 
manufactured from gyps which is 
widely distributed. Such changes as 
these are occurring more and more 
rapidly and furnish to modern business 
one of its most serious problems. 
Another development of extreme im- 
portance to Europe is the growing 
industrialization of other parts of the 
world. From this change Great Brit- 
ain is one of the chief sufferers. So 
long as the manufacturers of that 
country were unhampered by the 
serious competition of other countries, 
industrial and commercial leadership 
was easily maintained. Under the 


advantages of an early start and a 
lack of rivalry British supremacy was 
unquestioned through the greater part 
of the nineteenth century. But after | 
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about 1870 a change occurred. Ger- 
many and the United States entered 
the field as strong competitors. For 
many years Britain’s industry and 
trade continued to grow, the loss to 
her rivals being relative rather than 
absolute. 

But in recent years the competition 
has become more serious. After the 
beginning of the twentieth century its 

ure was strong enough to be felt 
in the British domestic markets and to 
permit the agitation for “tariff re- 
form” pushed so energetically by 
Joseph Chamberlain. What he urged 
was a change from the traditional 
policy of free trade to the extensive use 
of a protective tariff. Although he 
failed completely, the very fact that he 
could make the attempt and secure a 
considerable measure of support was 
an evidence of the growing pressure on 
British industrial life. 

This competition has persisted and 
increased. Even before the war other 
countries were rapidly turning to 
manufacturing. The war hastened 
the movement. The industrial coun- 
tries of Western Europe were bellig- 
erents. Engaged in a great military 
struggle their efforts were turned to 
the task of providing war materials for 
themselves. Foreign markets were 
neglected. Asia, Africa and the Amer- 
icas could no longer buy European 
manufactures as readily as before and 
many countries began to produce more 
for themselves. Some even began to 
manufacture for sales abroad. They 
erected cotton and woolen mills. Their 
steel plants were enlarged. Every- 
where productive capacity was in- 
creased. 

Even among the belligerents similar 
changes occurred. The war demand 
for steel compelled a growth in the 
productive capacity even in Great 
Britain. On the continent each bellig- 
erent was forced to exert itself to the 
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maximum and in so doing enlarged its 
existing plants and even founded new 
industries to meet the emergency. 
Everywhere industrialization was has- 
tened. 


Errects or INCREASED 


INDUSTRIALIZATION 


For a year or two after the close of 
the war the consequences were not 
felt. Inflation of the currencies con- 
tinued, giving in every country an 
impetus to business. The activity was 
feverish and could not last, but so long 
as it continued many important facts 
were obscured. Only after the price 
collapse in 1920 did the real difficulties 
begin, and even then the extent of the 
problems was not at once appreciated. 
In America we spoke of a “return to 
normalcy,” and similar ideas were 
prevalent in Europe. Difficulties were 
blamed entirely on the war when some 
were merely an expression of tendencies 
that had been developing for decades. 
It was supposed that maladjustments 
would quickly disappear when a few 
months or perhaps years of post-war 
adjustment had passed. Then for a 
time unbalanced government budgets, 
disordered monetary systems, and 
fluctuating foreign exchanges received 
the blame. In recent months, in fact 
for several years, reparation claims and 
the so-called “‘inter-ally debts” are 
receiving most of the attention. Still 
more recently emphasis is being placed 
on “trade barriers” with the thought 
that the lowering or abolition of tariffs 
and other obstacles to trade would be 
a panacea. 

Actually the situation is far more 
complex than many critics seem to have 
realized. Many existing difficulties 
have little or no relation to the war. 
In so far as the growth of population 
is a factor, the war by its destruction 
of human life and its retardation of the 
former rate of increase, reduced num- 
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bers. Some influences were merely 
hastened by the war, e.g., the indus- 
trialization of non-European countries. 
Still other problems are primarily and 
directly traceable to the war itself. 
But this chapter is developing but 
one phase of the situation. It has been 
shown that Europe does not seem to be 
suffering from a shortage of capital, 
at least of fixed capital, but that in 
ry many highly important industries 
are plants are idle. Several illustrations 
| of this are worth while. 
Tue Corton InpustrRY 
In the period 1909-13 the average 
ins exports of cotton yarn from the United 
; Kingdom were 98,397 tons and of 
cotton piece goods 536,837 tons. The 
average for 1923-25 was 75,237 tons 
and 369,111 tons respectively, a loss of 
23.5 per cent in the one case and of 31.2 
: per cent in the other. This reduction 
r", is a tragic one, since cotton goods are 
i the most important single item in 
British export trade and in value are 
” about 19 per cent of the total. 
_ In a search for an explanation of 
this difficulty several hypotheses may 
be promptly discarded. One is the 
suggestion that there is a shortage in 
the available supply of raw cotton. 
Instead there is a larger production in 
recent years than ever before, as is 
indicated in the following table.' 


Wor.p Propucrion or Raw Corton 


Metric Tons 
1909-10 to 1913-14 averages....... 4,840,000 


It will be seen that world Pao Tl 
has increased since the pre-war period 


1 These figures on cotton, as well as the ones 
preceding and the ones that follow, are taken 
from two documents presented to the World 
Economic Conference—* Memorandum on Cot- 
ton” and,"Summary Memorandum on Various 


by over 23 per cent. Lack of raw 
material cannot be the explanation, 
nor can a reduction in world consump. 
tion. The estimated world consump. 
tion is 23,000,000 bales for 1912-j3 
with some reduction from 1919-20 to 
1923-24, especially in 1920-21, but 
with an increase to 23,294,000 bales in 
1924-25 and 24,681,000 bales in 1995- 
26. Consumption has not declined, 
but has increased. 

Nor is the difficulty a lack of man 
power or of spindles in Great Britain. 
In 1913 that country had 55,652,000 
raw cotton-spinning spindles (not in- 
cluding doubling or waste spindles), 
while in 1926 there were 57,286,000, 
an increase of nearly 3 per cent. The 
explanation must be sought elsewhere. 
Available estimates show a larger pro- 
duction, a larger consumption but a 
decreased world trade, especially in 
that of Great Britain. 

Further inquiry shows two interest- 
ing facts. One is that world spindleage 
has grown from 143,449,000 spindles 
in 1913 to 163,723,000 in 1926. The 
other is that a very large number of 
countries are producing for themselves 
instead of importing. It is so im- 
portant to make this clear that another 
table is included. (See opposite page.) 

These figures for spindleage show a 
gain of 20,274,000, or of 14 per cent, 
for the world from 1913 to 1926. Even 
British spindles have increased in 
number. But notice the much greater 
increases in Asia and America as well 
as in other countries of Europe, with 
the exception of Germany and Russia. 

Notice next that this increase means 
that many countries formerly depend- 
ent on imported cotton goods are now 
manufacturing for themselves and are 
even increasing their exports. Ref- 
erence has been made to the decline in 
British exports. From 1909-13 to 
1925 the exports of cotton piece goods 
from = United Kingdom fell from; an 
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(000’s omitted) 9 
Increase (+) | Per Cent of 
1913 | 1926 Decrease (—)| 1916 to 1913 
Europe 
55,652 | 57,286 | + 1,634 
7,400 9,511 + 2,111 128 .5 
11,186 | 10,480 | — 706 93.6 
India. . 6,084 8,510 + 2,426 139 .9 e 
China ae 3,436 (?) 340.9 (?) 
cs 8,384 | 17,519 + 9,135 (?) 208 .9 (?) 
America 
U.S.A $1,505 | 37,585 + 6,080 Pe 
ot dark os «5 700 830 + 130 118.5 
Brazil. . 1,200 | 2493 | + 1,993 207.7 
34,260 | 42,075 + 7,815 122.8 
Other countries.............. 1.30 1,201 - 99 92.6 
Grand total..........................+.-| 148,449 | 168,723 + 20,274 114.1 


average of 536,837 tons per annum in 
the earlier period to only 381,205 tons, 
after the still lower figure of 354,404 
tons in 1923. In this same period 
exports of the United States grew from 
$3,465 tons to 46,725 tons; of Italy 
from 41,089 tons to 69,626 tons; of 
China from 2,575 tons to 12,252 tons; 
of India from 12,728 tons to 16,795 
tons (while her imports declined from 
210,243 tons to 132,854 tons); and of 
Japan from 10,336 tons to 104,329 tons. 

The effects of these changes hardly 
need to be elaborated. Great Britain 


has the spindles and the workers, but 
she is losing the markets. 
is not a lack of capital. 


Her trouble 
What is true 


of her is true of Europe as a whole 
where the mill consumption of cotton 
was 16 per cent less in 1925-26 than in 
1912-13, while in India and Japan it 
was 78 per cent greater. But in 
Europe there were wide differences. 
While Poland, Austria, the United 
Kingdom, Russia and Czechoslovakia 
were consuming less, the Netherlands, 
Belgium, Italy, Spain and Switzerland 
were consuming more. The outstand- 
ing fact is that Japan and the United 
States of America between them are 
consuming nearly two million bales 
more than immediately before the war, 
and Europe nearly two million bales 
less. 
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TRON AND STEEL table for pig-iron shows for the same 
Another leading European industry period a decrease of 9 per cent for 
is the manufacture of iron and steel Europe, while the production of stee] 
products. Figures already given for in Europe increased 14 per cent. The 
unemployment show how serious con- United States gained 43 per cent in the 
ditions have been. A few supplemen- one product and 78 per cent in the 
tary facts will help to make the picture _ other. 
clear. First are tables of production. In this industry, as with cotton, 
In each case where areas have been there is a worldincrease. There is also 
changed as a result of the war, the a similar divergence between different 
figures are given for the post-war areas countries. The United States is forg- 
throughout. ing ahead while in Europe some coun- 


Propuction or Pia-IRon anp Ferro-ALLoys In CERTAIN COUNTRIES AND AREAS 
(In Metric Tons—000’s omitted) 


Nae Average 1998 1924 1995 1926 (In Part 
ET 27,929 41,007 | 31,908 | 37,288 40,000 
his can 9,240 4,936 7,812 | 10,177 9,642 
9,770 7,560 7,424 6,337 2,482 
a's cams ve 1,244 1,021 1,389 1,453 1,638 
Re eee eee 39,199 25,872 | 33,248 | 36,508 35,730 
Propvuction or Steet (Incors anp Castrnes) ry Certary CounTRIES AND AREAS 


(In Metric Tons—000’s omitted) 


Average 1926 (In Part 
1909-13 1923 1924 1925 Estimated) 
27,692 45,663 | 38,539 | 46,120 49,210 
(1913) 6,305 9,835 | 12,194 12,340 
ds 2,138 2,297 2,875 2,549 3,374 
(1913) 5,109 6,900 7,415 8,386 
6,742 8,617 8,332 7,517 3,620 
(1913) 997 1,447 1,575 1,734 
All Europe.. 36,401 30,460 | 37,628 | 41,617 41,525 
Entire world. eee ee 65,228 78,544 | 78,768 | 90,772 93,925 


Each of these tables shows an in-_ tries are gaining and others are losing. 
crease in world production from pre- Ignoring 1926, because it was the year 
so. war to 1926, the percentages being 16 of the coal strike in England and may 
ial for pig-iron and 44 for steel. The be unfair for purposes of comparison, 
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nomic Conference, state 
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it will be noted that Europe as a whole 
decreased its production of pig-iron 
by 7 per cent, but this is to be explained 
largely by the decline of 35 per cent in 
the United Kingdom. Germany, Bel- 
gium, France and the Saar all gained. 
In the table of steel production all of 
the countries show a gain, with the 
exception of Sweden and the Saar and 
of the United Kingdom for 1926, and 
most of them show gains in the pro- 
duction of pig-iron, the United King- 
dom and Sweden being the exceptions. 
A complete list of European countries 
would show much the same condition, 
some countries gaining and others 
losing. ‘The most important producing 
countries have been included with the 
exception of Russia and the Austrian 
Succession states whose changed bound- 
ary lines are peculiarly confusing. 

World production has not declined, 
but there is serious trouble in the in- 
dustry—apparently a contradictory 
statement. It is reconciled if we re- 
member several facts. One is that 
certain special iron and steel products 
have lost ground while others have 
gained. Another is that certain coun- 
tries are gaining, especially in the pro- 
duction of certain articles, while others 
are losing. But most important of all 
is that “‘the difficulties with which the 
steel industry is faced are mainly due to 
the excessive plant inherited from the 
war years.” 

This quotation is from one of the 
documents of the World Economic 
Conference, but the italics are mine. 
In so large and diversified an industry 
specific statements of capacity are hard 
to secure, but some of the following are 
broadly indicative. 


INCREASED PropuctTIon oF Pic-IRoN 


The National Federation of Iron and 
Steel Manufacturers of Great Britain, 
in a report to the recent World Eco- 
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s that “the 


: 


production of pig-iron in 1925 was 


therefore only at 52 per cent and that 


of steel 61.5 per cent of capacity.” 
They further say: 

The capacity for production of pig-iron 
is now about 12,000,000 tons per annum 


compared with approximately 11,000,000 


tons before the war, while the capacity for 
steel ingots and castings is in the neighbor- 
hood of 12,000,000 tons compared with | 
rather more than 8,000,000 tons in 1913. 


For most of the other countries — 
similar estimates are not available or 
are less precise. In the “‘Memoran- 
dum on the Iron and Steel Industry” 
submitted to the World Economic 
Conference, there are only a few 
attempts to generalize on the point 
under discussion. Of Poland it is said 
that “the actual output of pig-iron in 
1926 represented less than 40 per cent 
and that of raw steel less than 54 per 
cent of the practical capacity.” 

Although admitting “that exact 
figures for the production capacity are — 
not available” for Germany, the avail- 


able facts are surveyed with the con- _ 


clusion that they “offer a certain basis 
for a rough estimate of the productive 
capacity of the raw-steel works, which 
would appear to be at any rate, more 
than one-third in excess of the actual 
output in 1925 and 1926.” 

Basing the statement on the facts 
and definitions of the American Iron 
and Steel Institute the report says of — 
the United States that “the theoretical 
capacity at the end of 1925 thus ex- 
ceeds the average production of pig- 


iron in 1925-26 by 34 per cent and of | . 


steel ingots by 23 per cent, while the © 
estimated practical capacity showed 
an excess of 20 per cent and 10 per 
cent.” 

Further details regarding the iron 
and steel industry are not necessary 
to support the conclusion previously 
given, that the main difficulty is not 


a shortage of capital, but quite the 
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reverse. There is a productive ca- 
pacity in excess of the present demand 
at prevailing prices. Relief is to be 
found not in extension of plants already 
too large, but in the creation of new 
world demands which will make it 
possible to utilize existing capacity or 
in scrapping a part of the existing plant. 


SHIPBUILDING 


There is certainly no shortage of 
merchant vessels. Notice first the 
volume of tonnage belonging to various 
countries of the world on certain dates. 
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large or, in other words, productive 
capacity was excessive. But during 
the war no less than 13,250,000 tons of 
shipping was destroyed, and to meet 
the loss tremendous extensions of ship- 
yards occurred. To a pre-war ¢a- 
pacity of about 5,000,000 tons per 
annum was added 500,000 tons in both 
the United Kingdom and Japan, 
3,750,000 in the United States and 
250,000 in Continental Europe. Build- 
ing capacity was about doubled and 
by 1919, in spite of the heavy war 
losses, total tonnage was 15,000,000 


Mercuant Vesse.s or THE Wortp or 100 Tons anp Upwarps sy Countries on JuNE 30 oF 
Certain YEARS 


(Tons Gross—000’s omitted) 


1913 1922 1924 1926 


yreat Britain and Ireland... 18,696 | 19,296 | 19,106 | 19,400 
France 2,201 3,845 3,498 3,490 
Holland . raseseeneen 1,310 2,632 2,556 2,565 

46,970 | 64,370 | 64,023 | 64,784 
In the period under examination the tons greater than in 1914. Effective 


tonnage of merchant vessels as given 

_ in this table has increased by 17,814,- 
000 tons, or nearly 38 per cent. From 
1900 to 1914 the average increase per 
annum was 1,400,000 tons, while from 


: ‘ 1911 to 1914 the rate of increase was 


- 2,000,000 tons. Some observers hold 


- that this latter rate of growth was 


unduly high and would have soon 
resulted in a falling off in demand. 
From 19138 to 1922 this rate of growth 
was maintained, although since that 
date there has been only a slight addi- 
tion made to the available tonnage. 
This does not look very serious until 
certain other facts are mentioned. 
——-Pre-war output was already unduly 


building capacity has declined some- 
what in recent years, but it is to be 
remembered that warship construc- 
tion, because of the Washington Treaty, 
has been greatly reduced and ship- 
building yards must rely on orders for 
the merchant marines. 

A report entitled “Shipbuilding,” 
submitted to the World Economic Con- 
ference of 1927 and from which the 
above statistics have been taken, 
estimates real world demand today at 
not more than 55,000,000 tons. There 
has accordingly been a surplus of 
about 10,000,000 tons during the last 
five years. The effect of this on ocean 
freight rates and on earnings may 
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easily be guessed, but for the moment 
we are concerned instead with the 
status of the ship yards and the re- 
lation of their output to their capacity. 
The report just referred to estimates 
the extent of idle capacity in 1925 by 
comparing the output of that year 
with that of the maximum year, which 
was not identical for all of the coun- 
tries. This statement is here re- 


produced : 


PRopvuctTION AND Propuctive Capacity IN EvuROPE 


ae 


25 


A final illustration in this chapter i is 
the coal industry. Here again there is 
nothing to suggest that difficulties are 
due to any lack of productive capacity. 
From 1909-13 to 1925 the world pro- 
duction of coal increased about 8 per 
cent. Much is said of the competition 
of oil and of hydro-electric power, but 
it is interesting to find that as yet - s 


RELATION BETWEEN CAPACITY AND OuTPUT IN SHIPBUILDING FOR 1925 BY CoUNTRIES waft 


Maximum Output in | Percentage 

Year’s Output 1925 in 1925 of 

Tons (000’s) | Tons (000’s) | Peak Year 
United Kingdom (1920)... . 2,055 .6 1,084 .6 52.8 
210.7 75.6 35.9 
3,801.1 1,843 .2 48.5 
United States (1919) (excluding lake tonnage)... ... .. . 3,579 .8 78.8 2.2 


In 1925 activity in the Italian yards 
was the highest. Next came the 
German yards, which were employed 
in making good the losses under the 
peace treaty. The greatest curtail- 
ment was in the United States, with 
Japan not far behind. For Europe as 
a whole the output in 1925 was only 
48.5 per cent of capacity. Even if 
allowance be made for some reduction 
in effective capacity it is clear that the 
amount of unused plant was very great. 
It has been estimated that by the end 
of the war the pre-war building 
capacity of 5,000,000 tons had doubled 
to 10,000,000 tons. Even if there has 
been some reduction in this plant the 
present capacity is several times greater 
than the estimated need for new con- 
struction, which is between 1,500,000 
and 2,500,000 tons for some years to 


come. 


effect on the use of coal is not very 
noticeable. For example, Switzerland 
and Sweden are importing a little less 
coal than in the 1909-13 period, but 
Italy is importing more while the world 
production is greater. 

Again the trouble is an increase in 
productivity in certain areas with 
difficulties, depression and unemploy- 
ment in others. World output has 
increased 8 per cent, but European 
output has declined 2 per cent. Notice 
the following table. 

It will be noticed that 1926, the 
year of the great British coal strike, 
is not included. If it had been, still 
further striking changes would have 
appeared, for in that year British 
output fell, giving a stimulus to the 
output of Germany, Poland and other 
countries. As in other illustrations, 
Great Britain leads the list of suffering 
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Propuction or Coat in AREAS IN 
PERCENTAGES OF 1909-18 = 100 


(Post-War Boundaries throughout) 
1923 | 1924 | 1925 
North America.........| 128 | 111 113 
Germany . . 51 98 | 110 
Belgium... 99 | 100 99 
France... .... 86 100 107 
Netherlands........... 353 393 457 
Poland rrr 88 79 71 
United Kingdom. ...... 102 99 91 
ed « 50 55 61 
89 | 100 98 
NE 109 108 108 


countries. Her coal troubles need not 
be recited here, but it may be said 
with emphasis that they are not to be 
explained by any lack of productive 
capacity. Rather it may be stated 
that there is a capacity even greater 
than that of 1909-13 (the output of 
1923 was 2 per cent greater than pre- 
war). Instead the United Kingdom 
suffers from a variety of causes among 
which may be mentioned the growing 
output of other countries and the de- 
pression of many British manufactur- 
ing industries. 

German reparation deliveries of coal 
will doubtless depress the European 
coal market for a long time to come. 
From 1909 to 1913 the United King- 
dom exported an average of 89,593,000 
tons per annum. During the German 
depression of 1923 this rose to 105,- 
646,000 tons, giving a temporary and 
illusory prosperity. By 1925 British 
coal exports had declined to 72,374,000 
tons. It may be added that in 1924 
the British iron and steel industries 
used 3,750,000 tons less coal than in 
1913 and general manufacturing over 
1,750,000 tons less. This is a total of 
over 4,500,000 tons reduction in de- 
mand due to the depression in British 
manufacturing. 
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Conciusions 


This brief survey of certain leading 
industries makes possible the state- 
ment of a few conclusions. The most 
important one is that conditions in 
Europe are in many directions very 
serious and very complex. No simple 
formula will explain them and no 
panacea will cure them. The cocksure 
individual who goes to Europe for a 
brief visit and returns with the bland 
suggestion that American “horse 
sense” or a reduction of tariffs or some 
other remedy can and should be quickly 
applied does all of us more harm than 
good. 

This survey is noting only the eco- 
nomic factors, and thus far only a few 
have been mentioned. A numerous 
population is dependent on the free 
movement of business for the main- 
tenance of its present economic or- 
ganization and its standards of living. 
This population continues to grow in 
numbers. Relief through overseas 
emigration has been reduced, and even 
the aid given by shifts within Europe 
seems to be diminishing. ‘Thus France 
received 273,527 alien immigrants in 
1923, an average of 22,793 per month. 
This was reduced to 14,180 per month 
in 1926 and in January, 1927 the num- 
ber reported as entering was only 1,764 
with but 187 for February. 

Conditions differ from one country 
to another and in the various industries, 
but in most of the countries there are 
each year increasing numbers of people 
who need more food, more raw ma- 
terials and more foreign markets. To 
some extent internal adjustments give 
relief. Domestic markets can be de- 
veloped. But there are sharp limits 
beyond which that form of aid cannot 
go. Europe has become industrialized. 
Its present population cannot live 
self-contained lives without a reduc- 
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Upon this situation there are super- 
imposed many difficulties, one of which 
we have noticed. Before the war 
strain was being felt in many industries 
because of industrialization in other 
parts of the world. During the war 
plant capacity in many lines was in- 
creased to a size not needed after the 
war ended. Even though other con- 
ditions in the world had not altered 
this excess of plant would have 
presented problems. But changes had 
taken place all over the globe. Other 
countries had hastened their own in- 
dustrialization, with the general result 
that Europe has in many directions an 
enlarged plant with a sharply reduced 
demand for her products. This is 
clearly true in cotton manufacturing, 
iron and steel, shipbuilding and coal, 


There are 364,000,000 people in 
Europe whose continued well-being is 
closely dependent on the maintenance 
of free business relations not only 
among themselves but with other parts 
of the world. Population has grown 
4 per cent since 1913, but foreign trade 
instead of increasing by at least an 
equal amount has declined, the index 
for 1924 standing at 89 per cent and for 
1925 at 94 per cent of that in the earlier 
year. No general indices for 1926 or 
for 1927 to date are at hand, but the 
trade figures for many countries show 
that no great improvement has yet 
occurred. 

Enough has been said in the earlier 
part of this study to reveal the writer's 
conviction that there is no one ex- 
planation for this condition. This 
chapter will set forth more in detail the 
trade situation and then discuss the 
hampering effect of protective tariffs 


ForrIGN TRADE AND TARIFFS 


with the extent of the — varying 
from one country to another. 

There are industries which are pros- 
pering—among them the production 
of nitrogen and the manufacture of 
artificial silk. But to some extent 
their gains merely add to the diffi- 
culties elsewhere. Thus the growth 
of silk manufacture increased the de- 
pression in the cotton industry. Then, 
too, Italian and German gains in 
cotton only intensify the distress in 
Lancashire. The prosperity of Ger- 
man and Polish coal in 1926 came only 
as a result of the terrible British strike 
of that year. Now the resumption of 
coal production in Great Britain has 
brought a reversal in Germany, Poland 
and elsewhere. The coal markets are 
becoming glutted and prices are falling. 


TRADE AND TARIFFS 


wh 


and other trade barriers. They do not, 
however, furnish the only explanation 
of trade restriction, and they are 
probably not the chief cause. 

So much has already been said of the 
importance to all industrial countries 
of safeguarding supplies of raw mate- 
rial as well as of securing markets, 
that a word of explanation is in order. 
Raw materials are a necessity, yet 
conditions vary from time to time. 
For many years, especially during 
the war and for a few years after its 
close, markets were not a problem. 
Demands were urgent, prices were 
rising and goods were easily sold. 
Raw materials were scarce and great 
concern was felt lest they should not 
be adequate to meet the world’s needs. 
But since 1920 the situation has altered. 
Raw materials are sufficiently abun- 
dant, as some of the facts in the pre- 
ceding chapter have made clear. The 
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difficulty for the present is one of 
markets. Temporary concern may be 
felt over the supply of one or more 
articles, or perhaps over their price 
(as was the case a few years ago with 
rubber), but for the present the main 
problem is to sell the goods. When 
trade revives there will doubtless be a 
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should again be drawn to the fact that 
in this table allowance has been made 
for the altered price level. The figures 
given reflect fluctuations in volume 
and are expressed as percentages of the 
trade of 1913 which is used as a base. 

World trade has grown about as 
much as has population, but the gains 


PercENTAGE CHANGES IN QuANTUM OF TRADE 


at. Imports Exports Total 
Continental Group 
1913| 1924 | 1925 |1913| 1924 | 1925 |1913| | 1995 
(a) Eastern and Central 
Europe: A 
Including Russia j 
100 | 67.4] 80.1/ 56.5| 64.4] 62.0| 72.5 
Excluding Russia 
(U.S.S.R.)........| 100 | 76.7 | 89.6 | 100| 64.5 | 74.4] 100/ 70.9| 82.2 
Rest of Europe.........| 100 | 98.2 | 100.8 | 100 | 96.5| 96.6/100/ 97.5] 99.1 
Europe excluding Russia 
100 | 91.7| 97.4| 100| 85.7] 89.1] 100| 88.9] 93.7 
Europe, including Russia 
100 | 87.6| 93.7| 100| 80.9| 84.1] 84.5 | 89.3 
North America?............ 100 | 128.3 | 187.6 | 100 | 128.9 | 135.4 | 100 | 126.4 | 136.7 
Caribbean’. 100 | 120.7 | 126.6 | 100 | 141.8 | 128.4 | 100 | 182.4 | 127.9 
South America 100 | 83.1 | 96.8 | 97.7| 96.2/ 100] 90.9| 96.7 
Africa . 100 | 96.9 | 101.6 | 100 | 96.1 | 96.2| 100| 96.5 | 99.0 
Asia... 100 | 118.5 | 124.2 | 100 | 127.9 | 147.0 | 100 | 123.2 | 135.9 
lo *® eer acuy 100 | 118.7 | 182.5 | 100 | 118.0 | 131.6 | 100 | 118.4 | 182.3 
World 100 | 97.2 | 104.9 | 100 | 98.7 | 103.9 | 100 | 97.9 | 104.5 


trade. 


renewal of concern over raw materials. 

These difficulties should be anticipated, 

but they are not the urgent ones for 
Europe in 1927. 


Tue TREND oF EuROPEAN 
ForeIGN TRADE 


i" In analyzing the trend of European 
foreign trade the first step is to note 
the general situation—that for Europe 
asa whole. It is given in the accom- 
att panying table. Perhaps attention 


1 Excluding the Netherlands, owing to incomparability of pre- and post-war statistics. — 
*I. e., Canada, United States of America, Newfoundland and St. Pierre and Miquelon. _ : 
#1. e., Mexico to Panama inclusive, plus West Indies. 


Nore.—In the case of a few countries, the figures include bullion and specie or relate to general 


are very unevenly distributed. The 
1925 index of North American trade is 
136.7, while that for Eastern and 
Central Europe, including Russia, is 
only 72.5. None of the indices for 
Europe as given in this table show a 
gain since 1913 with the exception of 
the 1925 imports for the “Rest of 
Europe.” This index is only 1008 
and reflects a smaller gain than that of 


! This table is taken from the League of Nations 
“Memorandum on Production and Trade,” p. 35. 
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population whose corresponding index 
js 105. European trade as a whole is 
lagging. 

Another point to be emphasized is 
that exports have declined more than 
imports. Notice, for example, that in 
1925 the imports of “‘ Europe, exclud- 
ing Russia,” were 97.5 per cent of 1913 
but that the exports were only 89.1 per 
cent. For many years the merchan- 
dise imports of Europe have been 
greater than the exports, but that is 
not the point here. As will be ex- 
plained later, the pressure on Europe 
is to increase her exports and perhaps 


Foreign TRADE oF CERTAIN COUNTRIES OF EvuROPE 


Trapp ann 


inhabited by hundreds of millions of 
people. Also there are thousands of 
different commodities included. Some 
countries are in better condition than 
others. Many industries are prosper- 
ing, but many are depressed. General 
indices are helpful, but more detail is 
needed if a better understanding of the 
situation is desired. The next step 
will be to notice the facts for a few 
countries in particular, although space 
does not permit the inclusion of many. 
First will be given several whose con- 
dition to date appears more favorable 
than that of certain others. 


Ina 


(Values at 1913 Prices) 


Country 1913 1920 1921 1922 1923 1924 | 1925 

Denmark 

Imports. 100 88 91 | 113 | 199 | 130 | 180 

Italy 

Imports . 100 96 96 ae 93 102 117 

Exports . 100 88 77 “ay 90 119 136 
Norway 

100 142 88 103 109 105 105 

Exports. . 100 90 66 4 98 | 105 | 110 


to diminish her imports. If the trend 
were healthy, exports would at present 
be increasing more rapidly than imports. 
Instead the trend is just the opposite. 
But such figures are for a vast area 


These three countries all show the 
effects of the depression of 1920 and 
1921, but the foreign trade of all of 
them has rallied from it. Both their 
imports and their exports in 1924 and in 


Foreign Trape or Certarn Countries oF Europe 
(Values at 1913 Prices) 


Country 1913 | 1920 | 1921 1922 | 1923 | 1924 | 1925 | 1926 

Germany 

(ER abe: 37 53 59 45 63 84 
« 37 44 61 53 51 65 
Sweden 

Eee 123 78 91 118 183 125 
100 77 53 82 81 93 100 

United Kingdom 

«> 88 74 86 96 107 111 
A RS 71 50 69 77 81 80 
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80 
1925 are well in excess of those in 1913, 
and in each case exports have gained 
more than imports. The previous table 
shows a different situation for three 
other countries. 
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at 1913 valuations, 7.e. allowance has 
been made for the rise in prices since 
that date in order to permit a com. 
parison which would otherwise be 
difficult. 


Foretan Trapve ror Years—In Marks at 1913 VaLuations 


(000’s omitted) 
Imports 
Classes 19138 1922 1923 1924 1925 
Live animals. . 289,697 81,550 38,348 83,690} 124,993 
Articles of food and drink. 2,807,829} 1,293,344) 1,123,296) 2,105,175) 2,733,584 
Materials, raw or manufactured... .| 6,279,949) 3,815,512) 3,003,930) 3,450,500) 4,742,290 
Manufactured articles 1,392,211} 1,110,741 642,600) 1,129,645) 1,399,262 
11,206,080) 6,309,841) 4,818,954) 6,937,770) 9,695,968 
Exports 
Classes 19138 1922 1923 1924 1925 
Live animals . 7,444 12,341 $3,522 17,956 15,558 
Articles of food and ue 1,069,522} 201,158} 126,119) 348,210) 410,666 
Materials, raw or partly manufactured . 2,274,087| 865,706) 687,040) 785,084) 1,444,193 
Manufactured articles................... 6,746,181} 5,108,589) 4,521,429) 3,982,698) 4,732,904 
Gold and silver............... 101,372 18,863 14,304 33,354 38,579 
sands 10,198,606 6,206,657 5,352,414] 5,167,297] 6,641,900 


This group is quite different. All 
show the effects of the depression. 
Only Sweden reached the pre-war level 
of exports in 1925. In each case 
imports have made larger gains than 
exports, although two of them—Ger- 
many and the United Kingdom—have 
definitely altered their status during 
and since the war. Germany is now 
heavily a debtor country and the 
United Kingdom is less heavily a 
creditor than before. 

For two countries in this second 
group—Germany and the United King- 
dom—it is possible to show another 
change of great interest. Figures for 
Germany will be given first, all of them 


This table shows one or two trends 
very distinctly. Remembering that 
the values of the later years are adjusted 
to the 1913 price level, observe that the 
imports of articles of food and drink 
declined sharply during the inflation 
years 1922 and 1923 but rose again in 
1924 and in 1925 were almost at the 
level of 1913. Imported raw materials, 
however, did not rise correspondingly 
(and, it may be remarked here, have 
not done so since 1925). The reason 
for this is clearly seen when the values 
of exported manufactured articles are 
noted. They declined from 6,746,181,- 
000 marks in 1913 to only 4,732,904,000 
marks in 1925. Again, it may be 
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added, this low level of exports (allow- 
ance being made for the altered price 
level) has continued since 1925. 

Figures for the United Kingdom are 
given in another table and show the 
same situation. These figures are not 
adjusted for the changed price level, 
but are for “declared values.” But 
if a rough allowance is made for the 
fact that British wholesale prices are 
just about 50 per cent higher now than 
in 1913, it will be observed that food 
imports have actually increased. The 
monthly average under this heading 
in 1913 was £24,200,000 and for 1926 
was £44,200,000, much more than a 50 
per cent gain. Imports of raw mate- 
rials gained somewhat less than 50 per 
cent in value, rising from £23,500,000 
to £32,700,000. Imports of manu- 
factured articles gained by about 50 
per cent, but exports of manufactured 
articles gained far less in nominal 
value and, as stated above, have 
actually declined, being only about 80 
per cent of pre-war. 

Imports and exports of certain 
commodities are also included in the 
table for the United Kingdom, given 
in quantities, not in values. Observe 
the growth in the imports of wheat 
but the marked decline in the imports 
of raw cotton, with a slight reduction in 
the importations of wool. Also notice 
the serious decline in the exports of 
cotton piece goods, of iron and steel 
and of coal. 

The decline in European foreign 
trade is thus demonstrated to be very 
marked for Europe as a whole, but to 
vary from country to country and from 
industry to industry. Some countries 
appear to be gaining, but the larger and 
more industrialized countries are lag- 
ging behind. Food imports are main- 
tained, but the decline in the exports 
of manufactured articles causes reduc- 
tion in the importations of many raw 
materials. This situation very nat- 
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urally raises a question. Since their 
exports have fallen off, how are they 
able to pay for the imported food? 
The answer will be clearer a little later, 
but it can be stated briefly now. One 
country at least—England—has for. 
eign reserves or income from invest- 
ments on which to draw. Others, ey, 
Germany, are borrowing heavily abroad, 
a process that cannot go on indefinitely, 
More attention will be given this 
increase of indebtedness later in 
Chapter VII. 


THE SIGNIFICANCE OF TARIFFS 


Just at present it is usual to explain 
any and all depression in foreign trade 
by referring to the high level of protec- 
tive tariffs and to other trade barriers. 
That these restrictions on trade are 
highly important it is easy to demon- 
strate. That they are the most im- 
portant factor is not so clear, and there 
are many other influences at work. 
Certainly the facts presented in Chap- 
ter III are conclusive evidence that 
some of the difficulties are due to the 
industrialization of many non-Euro- 
pean countries. Later chapters will 
explain still other factors that must be 
considered in any complete analysis. 

How important protective tariffs are 
cannot easily be stated, but an attempt 
has recently been made to show the 
extent to which tariff levels have been 
raised since the war. A study pub- 
lished as one of the documents for the 
use of the World Economic Conference 
of 1927 was prepared by the Secretariat 
of the League of Nations under the 
direction of the Preparatory Committee 
of that conference. The task was a 
difficult one both in its theoretical and 
in its practical aspects. In presenting 
it the drafters emphasized the point 
that the figures given are only rough 
approximations and must be accepted 
with great reservations. They are 
published with complete explanations 
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in eutitled “Tariff Level 


Indices.” 
We reproduce only a part of their 
table of findings. Two different 


methods were used in their work and 
one of them is of several varieties. In 
the following table only the findings of 
Method B* are included. No hasty 
conclusions of any sort should be drawn 
and none at all without allowance for 
several facts. 

1. The comparisons in the last 
column are for 1913 and 1925. 
Several countries, e.g. France and 
Germany, have raised their rates 


once or more since 1925. = 
p 


Tarirr Levet In 
(For explanation see text. Also see notes below. ) 


1925 as % 
1913 | 1925 | oF 1913 
Argentine. 26 | 26 100 
Australia..........] 17 25 145 
ine 18 12 65 
— A 6 8 135 
18 16 85 

18 19 105 
Denmark . . . 9 6 70 
France f.......... 18 12 70 
12 125 (?) 
23 130 
100 
Netherlands. ek oa 3 4 130 
Poland . ig 23 
33 | 44 130 
18 80 
Switzerland 7 11 170 
Jugoslavia........ 23 : 
United Kingdom. . . ae + 
United States ft 

180 


* Pre-war figures refer to Austria Hungary. 

t Present rates are higher than those of 1925. 
The figure for Germany in the third column is 
a but space does not permit explanation 

t Notice carefully that the comparison for the 
United States is between 1913 (not 1914) and 
1925. The index for 1925 is about 80 per cent 


above that for 1914. 


2. The tariff the United 
States is found to be lower in 1925 
than in 1913. It must not be for- 
gotten that our Payne-Aldrich law 
was in force in 19138. Our 1922 
tariff, the report finds, was about 80 
per cent higher than that of 1914. 

3. The method used under the 
designation B' was to take 278 im- 
portant articles exported by 14 ex- 
porting countries. ‘The export price 
of each article was ascertained and 
the duty imposed by the country 
whose tariff was being measured was 
calculated and expressed as a per- 
centage of this price. This converted 
all dutiestoad valorem. Anaverage 
was then struck of the calculated ad 
valorem rates. 


Certain extracts from the table follow: 
(See table in column 1) 


Several comments are at once sug- 
gested by this table. First, emphasis 
should be placed on the fact that the 
indices given are not absolute tariff 
rates in any sense. They are merely 
relative. This being clear, notice that 
there have been numerous changes in 
tariff levels since 1925, the movement 
being upward. 

Examination of the indices shows 
that in 1925 the tariffs of some Euro- 
pean countries were actually lower 
than in 1913. This was true of Aus- 
tria, Denmark, France and Sweden. 
Czechoslovakia had rates only slightly 
higher, while Italy was at the pre-war 
level. Belgium, Germany, Hungary, 
the Netherlands and Spain had raised 
their rates by an amount ranging from 
25 to 35 per cent, while Switzerland’s 
increase was 70 per cent. If 1914 and 
1925 are compared the United States 
had increased its rates 80 per cent. 
Gains of importance are to be found 
outside of Europe, notably in Australia, 
India and the United States. 

With its available data the com 
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mittee has grouped countries as follows 
according to the approximate height 
of their respective tariffs in 1925: 


Indices 
Over 40 per cent—Spain 
Over 25 per cent—United States of America 
Between 20 and 25 per cent—Argentine, Hungary, 
Poland, Yugoslavia 
Between 15 and 20 per cent—Australia, Canada, 
Czechoslovakia, Italy 
Between 10 and 15 per cent—Austria, France, 
Germany, India, Sweden, Switzerland 
Between 5 and 10 per cent—Belgium, Denmark 
Under 5 per cent—The Netherlands, the United 


Kingdom 

It will be noticed that Spain leads 
the list, with the United States next. 
It is also noticeable that, with the ex- 
ception of Spain, the highest rates are 
either outside Europe (the United 
States, Argentine, Australia, Canada) 
or else are among the newer countries 
(Hungary, Poland, Jugoslavia, Czecho- 
slovakia). To this Italy is an ex- 


Tarirr Levet InpIces 


, (Manufactured articles only. See text for 
explanation) 


1925 as % 
1913 | 1925 of 1913 

Argentine......... 28 | 29 105 
16 | 27 170 
18 16 90 
« 26 23 80 
Czechoslovakia. ... . 18 27 150 
Denmark.......... 14 10 70 
Germany.......... 18 20 155 
Hungary....... 18 | 27 150 
120 
Netherlands... ..... + 6 150 
32 ‘ 
Spain. . 41 41 100 
Switzerland........ 9 14 155 
Jugoslavia.. ...... 23 

35 
United Kingdom. . . . a 37 85 
United States... ... 25 ad 150 


ception with tariffs between 15 and 99 
per cent. 
These percentages are for all of the 


- commodities used in the construction 


of the indices. The committee also 
prepared separate indices by the same 
method (B') for manufactured articles 
only, and in view of the statements jn 
Chapter III above they are important 
and are presented herewith. (See table 
in column 1) 

This table shows on the whole a 
very different situation. For the most 
part increases from 1913 to 1925 have 
been greater on manufactured goods 
than in the general level, although 
there are several exceptions. An ar- 
rangement of the countries named in 
such way as to indicate the height of 
their tariffs on manufactured articles 


follows: 
Indices 


Over 40 per cent—Spain 

35 to 40 per cent—United States of America 

30 to 35 per cent—Poland 

25 to 30 per cent—Argentine, Australia, Czecho- 
slovakia, Hungary 

20 to 25 per cent—Canada, France, Germany, 
Italy, Yugoslavia 

15 to 20 per cent—Austria, Belgium, India, 
Sweden 

10 to 15 per cent—Denmark, Switzerland 

Under 10 per cent—The Netherlands, the 
United Kingdom 


A quotation from the report from 
which these figures have been taken is 
enlightening: 


In most countries the duties on manu- 
factured articles have been increased much 
more than those on agricultural products. 
Indeed, in a number of cases, even when 
the general level of the tariff has been 
raised, agricultural duties have been 
lowered. . . . From the evidence available, 
it would appear that the Austrian, French 
and German duties on agricultural products 
were much lower in 1925 than in 1913. 
In Germany all duties on corn and meat 
were abolished after the war. By the 
October Tariff, new duties were imposed, 
but they are well below the pre-war rates. 
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In Belgium, Czechoslovakia, Denmark, 
Italy and Sweden they have also been 
reduced somewhat. In India, Hungary, 
Spain and Switzerland they have been 
raised. 


Emphasis should again be placed on 
the fact that tariffs are changing 
rapidly. Even since the Economic 
Conference in May, 1927, for which 
this report on tariff level indices was 
prepared, Germany has raised her 
tariff rates including those on agri- 
cultural products. On the whole, how- 
ever, and in spite of a number of 
exceptions, the tendency has been to 
raise rates on manufactured articles 
more than the general average. 


OrnerR TRADE BARRIERS 

While tariffs are perhaps the chief of 
the barriers erected against the im- 
portation of goods they are by no 
means the only one. Interference 
with trade appears in attempts to 
influence both imports and exports, and 
the devices employed are numerous. 
There is, for example, the practice of 
downright prohibition of the importa- 
tion of designated commodities or the 
requirement that the articles in ques- 
tion may be imported only in case a 
license to do so is secured. This is 
illustrated by t. e French requirement 
imposed in June, 1927, that no foreign 
coal may be imported into France 
except under license. There is the 
use of regulations, nominally for sani- 
tary purposes but often for the definite 
limitation of particular imports. Har- 
bor duties and other charges have the 
same effect. Direct or indirect sub- 
sidies accomplish the same purpose. 
A few miscellaneous illustrations of 
different devices employed will be 
helpful : 

In treaties concluded with a 
number of countries Austria limited 
the importation of automobiles to 
‘certain fixed quantities. Denmark 
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restricts the importation of spirits 
to the average amount imported 
during the period 1913-15. 

For a time prior to 1926 the dye- 
stuff industry of Great Britain was 
aided both by loans and cash grants. 
In Jugoslavia viticulture is subsi- 
dized and state aid has also been 
given to the silkworm industry. 
Spain pays cash subsidies to the coal 
industry. 

The cork industry of Portugal is 
relieved from the payment of import 
duties on machinery and materials 
used in the manufacture of cork. 
Rumania, Jugoslavia and Spain have 
similar legislation for the assistance 
of various industries. 

Greece reduces transportation 
charges on raw materials used by 
home industries. In Spain the four 
principal railways are compelled to 
use Spanish coal up to 85 per cent of 
their total consumption. 

Austria levies a higher turnover 
tax on certain imported articles than 
on native goods. Bulgaria and other 
countries have similar legislation. 
Hungary imposes certain taxes on 
imported patent leather boots, but 
not on similar boots manufactured 
in the country. In Spain foreign 
pharmaceutical products may be 
sold only by registered dealers, and 
the registration fee is higher for 
foreigners than for nationals. 


There are also numerous methods for 
affecting exports, usually, though not 
always by encouraging them. The 
export of particular articles may be 
definitely prohibited. Usually, how- 
ever, exports are encouraged. A few 
miscellaneous illustrations of this are 
also of interest: 


A bounty is paid on French exports 
of iron and steel by means of rebates 
on the prices paid for coal used in the 
production of such goods for export. 


20 
“Wa 
the 
tion 
also 
ant — 
ible 
0st 
ave 
ods 
igh " 
ar- 
in 
of 
les = 
@ 
” 
> 
ay 
ia, 
she 
= 
| 
u- 
ch 
Ss. 
| 
Is 
we: 
it 
1, 


36 


By the Trade Facilities Act the 
in Board of Trade of Great Britain is 
empowered to give guarantees in 
connection with exports to any part 
_ of the world. Norway guarantees a 
a portion of the purchase price on 
certain fish contracts with Russia. 
In Belgium the transfer tax levied 
_ on goods sold in the country cannot 
i in principle be imposed on goods 
sent from Belgium for delivery 
a abroad. France fixes the business 
_ turnover tax on exported goods at 1.3 
per cent instead of at 2 per cent, while 
_ the tax on luxury articles sold abroad 
_ is 8 per cent instead of 12 per cent. 
Rumania grants to manufacturers 
exporting not less than one-fourth 
of their annual productions reduced 
freight rates on raw materials used. 
Germany, France, Norway, Sweden, 
Denmark, Belgium, the Netherlands 
and Spain reduce railway rates on 
commodities intended for export. 


- More illustrations would be super- 

uous. Enough have been given to 
show that there are almost countless 
ways that may be employed to influ- 
ence the movement of goods into or out 
ofacountry. Fora number of reasons, 
now to be enumerated, the tendency 
in each European country has been to 
discourage imports. For much the 
same reasons exports have been en- 
couraged. But when any given coun- 
try encourages the exportation of its 
own products it thereby provokes 
retaliatory measures by other countries. 
They raise their barriers still higher, 
encouraging the exporting country to 
still further efforts. More concessions 
are made, more subsidies are granted, 
more credits allowed. Industries are 
thus encouraged, nourished and ex- 
panded which, for the time being at 
least, are restricted in their markets 
and can survive only if the assistance 


iscontinued. 
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Some business men go so far as to 
say that they can adjust themselves to 
any tariff level provided there is cer. 
tainty. They argue that the worst 
feature of the post-war period has been 
its irregularity. Pre-war tariffs with 
all their defects had certain merits. 
They were at least revised at certain 
fixed intervals, and negotiations pre- 
ceding the fixing of new rates were 
carried on at the same time or in quick 
succession. 

In post-war Europe conditions have 
been in flux. A rapidly changing 
economic and social life has compelled 
frequent readjustments. Tariffs have 
been temporary, quickly altered to 
meet the shifting situation. Agree- 
ments entered into were for a short 
time only, sometimes for no more than 
three months, thus placing business 
men in a position of great uncertainty. 
It may be said in passing that the elas- 
tic provisions of the tariff law of the 
United States furnish one of the best 
illustrations of the rapidity with which 
alterations in duties can be put into 
effect. 

All these difficulties led the World 
Economic Conference of May, 1997, 
to declare “‘that the time has come to 
put an end to the increase in tariffs and 
to move in the opposite direction.” It 
further resolved in favor of simplifica- 
tion of tariffs, unification of tariff 
nomenclature and for a higher degree 
of stability in tariff rates. 


Some REASONS FOR PRESENT | q 


TRADE BARRIERS 


It is easy to condemn trade barriers 
and present a strong case for their 
removal. Besides, it is customary 
to point out that most economists (at 
least in England and America) are 
either free traders or have strong lean- 
ings in that direction. Yet only a few 
countries in the world have been even 
approximately free trade during tite 
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gst fifty or five years, and 
today the trend is distinctly toward 
higher tariffs. The explanation may 
jie in some weakness in the free trad- 
er’s arguments or in the powerful forces 
which encourage protection even 
though tariffs are injurious. This is 
not the place for a discussion of the 
controversy, but it is important not to 
underestimate the reasons why such 
high tariffs have been imposed and the 
obstacles that will be encountered in 
getting them lowered. 

Most fundamental of all, perhaps, is 
the fact that so many new states have 
been formed. Much of Europe has 
been Balkanized. Russia and espe- 
dally Austria Hungary have been 
broken up. Borders have been rear- 
ranged. And to all of this the world, 
including the United States, has given 
assent. Self-determination of peoples 
has been applauded, the rights of op- 
pressed minorities have been readily 
recognized. Czechoslovakia had _ its 
birth in Independence Hall in Phila- 
delphia. 
Poles for a century under German, 
Austrian and Russian rule stirred us to 
protest. 

If new states are to be formed certain 
consequences must be accepted. Each 
government must undertake the tra- 
ditional duties and _ responsibilities. 
Order must be maintained. Industry 
and commerce must be regulated, 
controlled and, if need be, fostered. 
So long as wars threaten, self-sufficiency 
must be considered, or at least “‘essen- 
tial industries” must be safeguarded. 
There is no escaping the implications. 
States can and will, in fact must, super- 
vise economic life and supervision will 
include some efforts to develop an 
economic independence. This may 
cut off trade that was once domestic 
but has now become foreign. It may 
divert commerce from well-established 
channels and send it in other directions 
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The wrongs suffered by the . 


7 


and in the face of bitter 
But some of this must be expected if 


new states are formed. 


BupDGETs AND TAXES 


Then there are the budget — 
New and old governments alike must | 
be supported. Taxes must be imposed, 
and in these post-war years they are 
tremendously heavy. It is estimated _ 
that in Italy over 19 per cent of the 
national income is paid to tax collectors, 
in France from 17 to 20 per cent, in 
Norway and Sweden 20 per cent, in — 
Great Britain 22 per cent. There may 
be overwhelming arguments in favor of _ 
direct taxes as opposed to indirect, for | 
income taxes, profit taxes, land taxes 
and inheritance taxes instead of taxes _ 
on business turnover or on imported | 
goods. 

But there are arguments alsoon the = 
other side, many of which appeal 
strongly to ministers of finance. In- _ 
direct taxes are less felt and are harder 
to evade. Direct taxes are not only a 
burden but are recognized as such and 
opposed. Tariffs bringrevenue quickly 
and with comparative ease. 

A third and very potent reason has — 
been the necessity of protection against — 

“exchange dumping.” Whenthecur- 
rency of a given country is being in- i 
flated it is usually the case that the _ .} 
value of that currency in the foreign 
exchange market falls more rapidly a “ 
than it does within the home country, z a 
and this tendency gives a distinct 
encouragement to exports. Commod- _ bs 
ities leave the country of inflation and 
are sold, often at low prices,incountries == 
of higher monetary standards. This 
rush of goods may be a serious perilto = 
competing industries in the importing 
country. In the post-war years, with -. “4 
so many unstable currencies, exchange 
dumping has been a problem. Its . 
seriousness has often been exaggerated & 


and at times it has merely been the a 


¢ 
j 
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excuse for higher tariffs, but in many 
instances there has been a real prob- 
lem. 

In the fourth place, it must not be 
forgotten that the war developed a 
huge plant capacity, one that in many 
manufacturing lines is much greater 
than before 1914. A number of illus- 
trations were given in Chapter III, 
special reference being made to textiles, 
iron and steel, coal and shipbuilding. 
These large plants with their huge in- 
vestments and numerous workers were 
a fact, a stubborn serious fact, and they 
were found in many countries, not in 
one only. What could a given govern- 
ment do? If the output of plants in 
other countries was admitted freely 
the home industry would be crippled 
and perhaps destroyed, with resulting 
losses to investors and tragic unem- 
ployment to workers. In the long 
run a free trade policy might have been 
better, but the short-run price would 
have been a high one. When to these 
facts were added the usual selfish pleas 


of the interests that would benefit from | 


protective duties, the pressure was 


heavy. 


“One of the most serious obstacles to 
European recovery both for citizens 
and for governments is the collection of 
taxes adequate to meet the necessary 
public expenditures. But here as with 
many other post-war difficulties there 
are numerous errors both of theory and 
of fact that are causing confusion and 
hampering solutions. A presentation 
of facts is of course the first step and 
the text table gives the amount of tax- 
ation in a number of countries for cer- 
tain years. Local taxation is not in- 


CHAPTER 


Tax Burpens AND GovERNMENT BupGETS 


Finally, it must not be forgottep 
that a large number of the countries of 
Europe are now debtors, either pri. 
vately or through their governments, 
or both. The pressure on a debtor 
country is to pay—and to pay means 
to export more than is imported. This 
in turn suggests encouraging exports 
and discouraging imports in order to 
have the former exceed the latter by 
enough to pay the debt. 
duties discourage imports. The fact 
that many tariff duties have been im- 
posed unwisely and have had no rela- 
tion to the debt payments described 
does not destroy the argument. The 
pressure has been there and has been 
an influence of great importance. 

The reality of these forces for pro- 
tection is clear. Moreover, not all of 
them have disappeared. Currencies 
are more stable and exchange dumping 
is less to be feared. But the other 
facts remain. The new countries are 
still in existence. Budget needs are 
heavy and will remain so. Industrial 
plants are still larger than are needed 
by existing trade demands. Debts are 
growing, rather than diminishing. 


TAXATION In CerTAIN European Countries 


(for fiscal years) 
(000,000’s omitted) 

Austria (Schilling).... 1913 814.1 
1925 1,080.4 

1926 904.6 
Belgium (Franc)...... 1913 $17.7 
1925 8,575.5 
1926 4,363.6 
Denmark (Krone).... 1913-14 103.6 
1922-23 400.7 
1923-24 403.7 


Import | 
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Tax AND » Bupcets 8:9 
sabia 1924-25 418.6 Such a table is necessary in this 
study both as an important statement 
of fact and as a preliminary to further 
Finland (Markka).... 1913 84.1 discussion. Yet it admirably illus- 
39a 1,945.4 trates the possibility of errors in reason- 
1,767.6 ing. For example comparisons be- 
tween the different countries in 
loam ah above list can not safely be made. 
France (Franc)....... 1913 4,135 The — differ in size, in a ~ “a 
1923 21,883 tion and in wealth. The monetary _ 
; 1924 26,300 units are oe the same in their gold © 
value. And finally some of these 
tee monetary units have greatly depre- _ 
Germany (Mark)..... 1913-14 2,109.9 ciated in value since 1914. aad 
1924-25 7,321.6 Accordingly the table does not make 
1925-26 6,856.3 it possible to compare these countries 
1926-27 6,685.1 
Ge se7-08 «(7.4008 with each other or even to pass quickly 
aa 7 on the changes within any one country 
the chang tl try. 
Great Britain (£)..... 1913-14 164.1 Conversion of the figures into some _ ty 
' | 1922-23 774.7 other form is advisable and fortunately 
= |) |. 718.1 it has been done for some of the coun- 
tries in the study from which they are 
1996-27 691.2 taken: the League of Nations oe 
randum on Public Finance, 1922-1926. _ 
Hungary (Pengi)..... 1923-24 206.5 The method employed is to present the _ 
1924 71.1 burden of taxation as a perc entage of At he, 
the estimated total national income. 
; In the table next given there are “fl ae 
Italy (Lira)... .. 1913-14 —-1,939.7 cluded several non-European coun- 
1923-24 14,962.2 tries for purposes of comparison. _ $ 
1924-25  15,800.3 Tax figures, it will be noticed, include 
798.5 
local taxes as well as those of central 
governments, and hence do not agree 
rway 1913-14 90 with the tax figures in the last table 
1922-23 295 which are for central governments 
1923-24 283 only. 
me pee The following table is better thanthe | 
1996-27 316 preceding one. For some countries it a 


Switzerland (Franc)... 


others have occurred since. 


has not been possible to ascertain the 
amount of total taxation, chiefly be- 
cause local figures are not available. 
In some cases, too, estimates of na- 
tional income can not be secured. _ 
Also it should be noted that the esti-— 

mates quoted are for different years, 
the range for the later years given 
being from 1922 to 1925-26. In that 
period there were marked changes and © 
Yet with 
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Burpen or Taxation tn Revation To Natronau Income or Various CountRIEs 
(000,000's omitted) 
Estimated Total Total Percentage 
Country Fiscal Year| National Income Taxation Burden of 
4 > Taxation 
Australia (£)....................] 1918-14 258 26.9 10.4 
1923-24 ee: 430 79.3 18.4 
Austria (Gold crown)'........... 19132 800 810.3 16.9 
1925 5,000 872.0 17.3 
1924 98,0754 
war 
Canada (Dollar)................ 1913 1,600 197 13.0 
1922 7 2,500 480 19.2 
France (Franc)............. 1913 37,500 5,194 14.0 
1924 140,000—170,000 30,293 17-20 
Germany (Mark)............... 1913-14 45,000— 50,250 5,078 .7 10-11.3 
1925 50,000— 55,000 
Great Britain (£)........... 1913-14 2,250 256.8 11.4 
1924-25 3,800— 4,000 849.6 22.0 
Hungary (Gold Crown).......... 1913 13-14 
1925-26 3,600— 4,000 692 17-19 
1913-14 844.2 4.4 
1922-23 1,469 .3 5.1 
1913-14 
1924-25 ‘2 103,000 | 19,800 (approx.) 19.2 
1913-14 4,000 548.1 138.7 
1923-24 veins 10,000 1,443.3 14.4 
Norway (Krone)................ 1913-14 | 1,150 149 13 
1923-24 3,249 597 20 
Sweden (Krona).................| 1918 2,850 $20.6 11.5 
1922 ; 5,500 1,095.0 20.0 
Switzerland (Franc) 1913 Ts 4,378 278.5 6.4 
1924 746.3 
a. 
ald 1913 34,000 2,229 .2 6.6 
1924 60,000 6,349.15 10.5 


1 Austrian gold crown=1.44 schilling. 
* With French franc at 19 to the dollar. 


29 to the dollar. 


5 1922-23. 


2 Present territory of Austria. 
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all Diesen it is evident that taxes 
as a percentage of national income 
have grown very considerably since 
the war, both in Europe and else- 
where. In France the percentage in 
1924 was from 17 to 20 and with recent 
increases in taxation is now very much 
higher. In Italy it was over 19 per 
cent, in Norway and Sweden 20 per 
cent and in Great Britain 22 per cent 
for the years given. In other coun- 
tries as well as in France taxes have 
been raised in the last few years (as is 
clearly shown in the first table of this 
chapter) and probably without pro- 
portionate increases in national in- 
come. Accordingly the percentages 
of the last column would probably be 
higher if they could be calculated for 
1927. 


Tue Tax BurpEN BEFoRE THE WAR 


Another fact shown is of very great 
significance. It will be noticed that 
for some of the countries the relation 
of tax burden to income was high even 
before the war. Austria is the most 
striking illustration of this, the pre- 
war rate being 16.9 per cent and the 
post-war only 17.3 per cent. Both 
rates are very high and the change has 
not been very marked. Notice also 
that the French pre-war rate was 14 
per cent and several others were from 
1] to 14 per cent. 

Again a warning should be uttered 
against making hasty comparisons be- 
tween countries. These percentages 
are a great improvement over the bald 
figures of the first table but one can 
easily be led astray. Italy’s percent- 
age for 1924-25 is given as 19.2 and 
that of Great Britain in 1925 as 22. 
Yet it does not at all follow that the 
burden on the British taxpayer was 
heavier than that on the Italian 
merely because the percentage of in- 
come taken was larger. A man with 
an income of $1,000,000 per year feels 
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the burden of losing 10 per cent of gee 


or $100,000 by taxation far less than a 
man with an income of $1,500 feels the 
loss of $150, which is exactly the same > 


perhaps four or five times as high, and 
it may be that the strain on the Italian 
is much greater than that on the 


made very cautiously, ifatall, 


Tue Use or Taxes 
But after all a great deal depends on . Ca 


the purposes for which taxes are paid. _ 


percentage. Per capita income is very 
much higher in England than in Italy, 


Englishman. Comparisons should be | 


A very low rate is a burden if the 


money when collected is squandered, Bz, 
the taxpayer getting little in return. | 


A very high rate may perhaps not be 
burdensome if the government renders 
a large amount of needed service and 
does it in an economical manner. 
Good police and fire protection from 
public departments may be much 


cheaper than similar services privately _ 
rendered. Public parks may lessen 
expenditures for vacations, 


health and raise private incomes. 
Municipal or other sanitation may re- 
duce outlays for medical services. 


Much depends on the use to which the | J 


tax revenues are devoted. 
This, of course, adds to the difficul- 


ties in comparing tax burdens since — 


socialization has gone so much farther — 
in some countries than in others. Yet 
it is extremely important because of 
the agitation in many directions in 
favor of reductions in government ex- 
penditures. Such demands without 


the most careful analysis are most _ 
harmful. In some cases they may | 
lead (and actually have led) to the _ 


elimination of important government 


services that many people feel should | 


have been continued. In other in- 
stances attention has been diverted 
from the real facts with serious result- 
ing harm. 
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One of the prevalent ideas in Amer- 
ica in recent years has been that the 
budget troubles of European govern- 
ments are due almost entirely to heavy 
military expenditures—that reduction 
of armaments is the method of fiscal 
salvation. It is argued that by lessen- 
ing outlays on armies and navies bud- 
gets could easily be made to balance. 

Just how large the armies and navies 
of Europe should be the writer does not 
know. That their immediate and 
complete elimination is not feasible he 
is quite sure. But it is possible to 
compare roughly the amounts now 
being spent for defence by certain 
countries with the amounts formerly 
spent for that purpose. This can not 
be done with entire confidence but in 
the Memorandum on Public Finance 
from which the above facts have been 
secured there are to be found classifi- 
cations of public expenditures both for 
pre-war and for post-war years. The 
following table has been compiled from 
that source, only a few countries being 
included. 


that the French expenditures on de. 
fence, as given above, do not include 
the cost of the army of occupation 
which is charged to a special account, 
Yet after every reasonable allowance 
for inaccuracy has been made, there js 
clearly not an increase but a reduction 
in expenditures for defence. 

This may be shown in two ways, 
The first is indicated in the table 
given. The percentage of total ex- 
penditures devoted to defence is jn 
every case but one lower than before 
the war. The single exception jis 
Belgium where the percentage re- 
mains the same. The French _per- 
centage is reduced from 34.7 to 15.75; 
the German from 64 to 7.25; the Brit- 
ish from 39 to 14.1; the Italian from $] 
to 18.38; and the Dutch from 24 to 
14.5 


Repvuction Mivirary Expenpt- 
TURES 
The amounts spent for defence are 
relatively much less than before the 
great war. A second way of analyzing 


Pusuic Expenpitvures For DereNce BY CERTAIN COUNTRIES 


(000,000's omitted) 
‘= 
sins 1913 or 1914 1925 or 1926 
Amount} Per Cent of Total | Amount | Per Cent of Total 
Belgium (francs).............. 78 10 676.4 10 
France (francs)................ 1,795 34.7 5,707.3 15.75 
Germany (marks)................ 1,932 64 673.5 7.25 
Netherlands (florins) .. . 53 2 106.2 14.5 


These facts are completely at vari- 
ance with the widespread idea to which 
we have referred. The classifications 
may not be free from criticism. There 
may be expenditures concealed under 
other headings in the government ac- 
counts that ought to be charged to 
“Defence.” It is, for example, true 


the figures is to ascertain whether the 
absolute expenditures are more or less 
than formerly. At first sight they 
seem to be more, with the exception 
of those by Germany whose case is 
exceptional. But in every country 
prices are far above pre-war. This is 
particularly true in Belgium, Italy and 
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France w here ~— was a large amount 
of inflation followed as yet by only a 
sight amount of deflation. Even in 
the Netherlands and in Great Britain 
the prevailing gold prices are much 
higher than in 1913. 

Taking into account these altered 
price levels, an examination of the 
data shows that Belgium and Holland 
are now spending more for defence but 
that France, Great Britain and Italy 
are spending much less, particularly 
France and Italy. The wholesale in- 
dex number for France in 1926 (the 
year for which the defence figures in 
the table are given) was 703 but there 
was a temporary and very erratic rise 
that year so we shall use 550 the figure 
for 1925. If the expenditures for 1913 
are raised by the application of this in- 
dex number, they would have been 
9,872,500,000 francs. In other words 
an outlay on defence in 1926 corre- 
sponding to that of 1913 would have 
been nearly 10,000,000,000 frances. 
The actual figure was only 5,707,300,000 
francs. A similar adjustment shows 
British expenditures would have been 
113,960,000 whereas they were only 
108,900,000. The Italian would have 
been 6,629,000,000 lire but were only 
$,115,400,000 lire. 
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Again it must be that 
these results are not to be thought of _ 
as precise. There are probably other 
expenditures properly chargeable to 
defence than those given and correc- 
tion by the use of a general wholesale _ 
index number is extremely crude. — 
Yet the figures warrant insistence that — 
it is not a huge growth in military ex- | 
penditures that is creating the budget 
troubles of European 
Their armies and navies may be far too 
large. Actual military strength may 
be much above that of 19138. Data = 
a very different sort must be ina. 
to make such points clear. But ex- 
penditures for defence are not the cu 
rent budget problem. a 


Dest SERVICE AND PENSIONS 


It is when we turn to certain other 
items that the explanation is found. _ 
The general rise in prices of course ac- — 
counts for a great gain in the aggregate 
amount. But the items that show the 
largest increase and are now the most 
important in the totals are ‘Public 
Debt Service” (including both interest 
and amortization) and “Pensions” 
including war pensions They are 
presented for several countries in the 


following table: 


(000,000’s omitted) 
Debt Service Pensions 
Country Year A 
— Per ¢ ent of Total Dees er Cent of Total 
Expenditure Expenditure 
Digan (ram)... tome | | 
Crechoslovakia 
(koruna)......... 1926 2,089.2 21.5 668.4 6.9 
France (franc)......| 1927 | 15,533.5 39.70 6,670.8 | 17.05 
Germany (mark)... .| 1927-1928|{ #41 
2,542.4 7.04 
Great Britain (£)...| 1926-27 364 47.5 s25| 10.8 thier 
Italy (lira).........| 1926-27 | 5,643.4 29.14 1923.3} 


! The smaller figures for Germany are for debt service, not including reparations and miscellaneous Z 
The larger figures include both groups. 


other charges grouped with them. 


e- 
le 
n 
‘e 
is } 
n 
le 
n : 7 
is | 
a 
a 


This table makes clear the nature of 
the larger part of the budget burden. 
Debt service in various countries takes 
from 21.5 per cent to 47.5 per cent of 
the total and pensions from 2.8 per 
cent to 17.05 per cent. If we add ex- 
penditures for defence, debt service 
and pensions together we have a total 
of 50.5 per cent for Belgium; 72 per 
cent for France; 49.86 per cent for Ger- 
many, of which 21.78 is for reparations 
and miscellaneous other war charges; 
72.4 per cent for Great Britain; and 
57.48 per cent for Italy. From one- 
half to nearly three-quarters of the 
total budgets mentioned is going for 
three items, all of which are closely as- 
sociated with war. This is with the 
exception of certain civil pensions 
which are included. Old age pensions, 
outlays for social insurance and other 
social welfare expenditures are, how- 
ever, not included. Also, in the case 
of France and Italy, interest on the 
foreign “political” debts of the gov- 
ernments is not included. 

This survey does not permit any high 
degree of precision in our statements 
but one or two rather broad conclu- 
sions may be permitted. Military out- 
lays among the European countries 
may be larger than is necessary or 
larger than is safe but in many coun- 
tries they are relatively and absolutely 
less than before the war. At the pres- 
ent time they are not so important a 
fraction of the total as are the outlays 
for debt service and for pensions. The 
three combined explain from one-half 
to three-quarters of the public expend- 
itures of several leading countries. 


Repvuction oF OrpInary ExPEnNpDI- 
TURES No SOLUTION 


It follows that recommendations to 
reduce ordinary government expendi- 
tures are rather futile. In Great 
Britain, for example, where defence, 
debt service and pensions account for 
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72.4 per cent of the 1926-27 budget 
there is left only 27.6 per cent out of 
which the proposed savings could be 
affected. In the case of France the 
corresponding margin is 28 per cent, 
In addition to the field for British and 
French public economy being only 
about one-fourth of the total, it must 
be remembered that in each coun 
population is growing (though slowly 
in France) and social life is increasingly 
complex. Everywhere in the world 
the trend of public expenditures is up- 
ward and for very strong reasons, 
many of which are entirely sound. 

It has been pointed out that reduc- 
tions in expenditures for defence have 
already been made by many countries, 
Perhaps more are possible but the fail- 
ure of recent attempts to reach agree- 
ments on disarmament suggests that 
little more can be done along this line 
by direct attack. Armaments will be 
effectively reduced only as friction is 
lessened and as peaceful methods for 
settling disputes are developed. 

This leaves for consideration the out- 
lays for debt service and for pensions. 
Pensions are so much a debt of honor 
that no suggestion for their reduction 
should be tolerated. Debt service ob- 
ligations can be avoided only by de- 
fault and can be permanently elim- 
inated only by repudiation. This may 


be frank and open, as has often been | 


the case, or it may be more or less dis- 
guised by forced loans or by inflation 
but it is the only way by which the ob- 
ligation of a crushing public debt 
service can be removed. It should 
be added, however, that a gain in eco- 
nomic productivity adds to the tax- 
able capacity of a country and thus 
makes the burden of debt an easier one 
to carry. ae 
Buvcer Dericits 
In 1920 an international economic 


conference was called by the League of 
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Nations to meet at Brussels. In the 
resolutions adopted at that gathering 
it is stated that: 


“three out of four of the countries rep- 
resented at this conference, and eleven 
out of twelve of the European countries 
anticipate a budget deficit in the present 

Pas The close connection between 
these budget deficits and the cost of living, 
which is causing such suffering and unrest 
throughout the world, is far from being 


grasped.” 


Public expenditures had for many 
decades been high in Europe. The 
table above (p. 40) shows that in 
France 14 per cent of the national in- 
come was being paid to the tax-gath- 
erer, about the same percentage in 
Hungary, and only a little less in many 
others. ‘The war not only added huge 
amounts but did it quickly. Nor was 
there a prompt reduction when the 
war ended. In many countries, such 
as Belgium, France and Italy, recon- 
struction called for tremendous out- 
lays. Deficits persisted not only un- 
til the year of the Brussels Conference 
but for many years thereafter. To 
meet the deficits further borrowing was 
necessary although this method of 
settling accounts increased the debt 
and therefore the debt service. The 
burdens for the taxpayers were thus in- 
creased rather than diminished. 

If these large government expendi- 
tures before, during and since the war 
had been for purposes that were pro- 
ductive either directly or indirectly, 
the results would have been different. 
In return for tax payments the citizens 
of each country would have received a 
return. Unfortunately a large part 
of the proceeds of tax collection were 
used in two ways neither of which im- 
proved the general economic condition 
of the countries or of their peoples. 
The first was for “defence”’’ purposes. 
No matter how necessary or how justi- 
fiable they were followed by no direct 
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economic gain. The second expendi- 
ture of tax revenues was as interest on 
the huge public debts. These funds 
were not used up by the governments 
but merely passed on to the owners of 
bonds. The governments therefore 
did not waste them but on the other 
hand, they did not spend them in a 
way that strengthened the economic 
position of the country or that gave a 
compensating advantage to the tax- 
payer. The bondholders who received 
the interest payments may have invest- 
ed the funds shrewdly and produc- 
tively but the governments did not. 


BurpEN SHARED By LATER Gevena- 
TIONS 
Also something should be said at 
this point about the extent to which 
the burden of the war was passed on to 
later generations. In any literal 
sense of the words this was not possible. 
It was observed in an earlier chapter 
that past accumulations of capital 
could not be utilized during the war 
but that the war was necessarily fought 
with current income. It is also true 
that future production could not be 
utilized and was not. Food, clothing, 
guns and ammunition produced in 
1914-18 were used for the conduct of 
the war rather than commodities that 
had not yet come into existence. Re- 
construction of war devastated areas 
was possible only with the productive 
output of the years during which the 
rebuilding occurred. Labor and sav- 
ing in that period rather than in a later 
one were required. 
But while that was true it was possi- 
ble so to manage affairs as to leave 
many difficult problems. War and 
reconstruction called for effort and 
sacrifice at the time, not later. Yet 
the financial devices employed in- 
cluded currency inflation and bond is- 
sues which left the world with highly 
involved debtor-creditor relationships. 
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In 1927 there are outstanding stupen- and confusion. Taxpayers owe the 
dous amounts of promises to pay is- holders of these securities. To some 
sued by governments, corporations extent they are the same individuals, 
and individuals. Banks are obli- to an important extent they differ, but 
gated to noteholders and depositors, even where they are identical the 
industrial corporations owe bondhold- problems created are numerous. 

ers, governments of all grades have Before dwelling further on the sig- 
issued paper money, bonds, notes, nificance of these public debts they 
treasury bills and other evidences of should be listed. There are included 
indebtedness in bewildering amounts only those of central governments 


Domestic Pusiic Dests or Evropean CountTRIES 
(000,000’s omitted) 


=. 
Funded Floating Total 
Dee. 31, 1922 1.8 17.8 19.6 
1925 219.6 a 220.3 
Sept. 30, 1925 17,080.0 14,775.0 31,855.0 
ah Genes Dec. 31, 1913 none 153. 153. 
Mar. 31, 1926 271.8 5,006.4 5,278.2 
Czechoslovakia (koruna).................... Dec. 1926 19,438 4,611 24,049 
Denmark (krone)....... Dee. 31, 1914 88.4 none 88.4 
1925 670.6 37.2 707.8 
1925 761.3 none 761.3 
Jan. 1, 1913 31,452 1,524 32,976 
Mar. 31, 1926 194,265 93,434 287,700 
289,000 
1914 
Mar. 31, 1926 20.3 1,374.9 1,395.2 
Mar. 31, 1914 616.3 33.5 706 2 
1926 5,743.5 704.3 6,522.9 
Sept. 1, 1912 331.4 
Mar. 31, 1924 7,615.1 
1926 63,443 27,866 91,309 
90,381 
Jan. 1, 1914 1,148.4 13.2 1,161.6 
1926 2,871.3 306.3 3,177.6 
dawns June 30, 1913 21.9 none 21.9 
1925 708.1 297.3 1,005.4 
1926 14,807.2 11,280.8 26,088,.0 
1925 1,378.8 15.7 1,394.5 
1926 4,841.6* 


Figures for Switzerland include both the debt of the Federation and the debt of the Federal Railways. 
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since the debts of provinces and mu- 
nicipalities can not be assembled. It 
should not be forgotten that this latter 
group is very large and adds enor- 
mously to the complexity of the finan- 
cial situation. Unfortunately — the 
facts about them are not sufficiently 
available to permit their presentation. 
Notice carefully that only domestic 
debts are given in this table. The 
foreign ones are presented and dis- 
cussed in Chapter VII. 

Most of the countries in this table 
have enormous debts, although 
there are several exceptions. Austria 
and Germany at once attract atten- 
tion, their debts having been reduced 
by the painful process of repudiation. 
Several other countries, including the 
Netherlands and Switzerland, have in- 
creased their indebtedness only mod- 
erately. Most of the debts, however, 
have been multiplied many times 
since pre-war days. 


huge incomes there might be less oc- 


THe CONSEQUENCES OF LARGE 
Pusuic Depts 

It is often stated that a domestic 
public debt is not a burden on a coun- 
try. Although the debt exists interest 
and amortization payments are en- 
tirely within the country and involve 
little more than taking money out of 
one pocket and putting it into another. 
Nothing leaves the country and there- 
fore the country loses nothing. On 
the other hand a foreign debt calls for 
external payments. As interest falls 
due remittances must be made abroad. 
Funds and, in the long run, commodi- 
ties must be exported in payment and 
there is consequently a definite loss. 

There is no occasion either to deny 
or to minimize the important truth of 
this statement. Although it is true 
we must remember that debts place on 
ministers of finance the task of impos- 
ing taxes adequate to meet the debt 
charges. This involves finding new 


En, 


sources of revenue and increasing the 
yield of old ones. But new taxes and 
higher rates on old ones bring protests. 
Often proposed revenues are not real- — 
ized because the necessary legislation — 
fails to pass or because taxpayers find 
ways to evade. Incomes are con- 
cealed, capital leaves the country, the 
cost of collection proves to be greater — 
than the receipts. Friction appears in 
a thousand forms. 

One may be distressed over the woes 
of a minister of finance but, after all, 
his difficulties are of minor significance | 
when compared with the effect on the 
country. If the bondholders who are 
to receive the interest on the bonds 
could be singled out and each one taxed 
exactly the amount of the interest due 
him on his bond, the arrangement 
would be simple even though unfair. 
Or if taxes could be imposed only on 
unearned income or on excess profits, = 
or on individuals and corporations of = 


casion for concern. But unfortunately 
the solution is hard to find. Burdens 
are often imposed arbitrarily. After 
all the purpose of taxes is to raise rev- 
enues and often these revenues must 
be raised quickly. We may quarrel 
regarding the justice of one tax as com- 


pared with another but the minister of = 


finance must pay the interest on the —_ 
bonds when it falls due. ’ 
Consequently increased taxes, es- 
pecially when they must be quickly 
levied, are often inequitable. Some 
groups are taxed more than they should © 
be and others less. Equity may be 
sacrificed to results. In some direc- _ 
tions business may be unduly dis- 
couraged and the country lose. Be- 
yond a certain point, high rates, even 
though just, may yield less revenue. 
Indirect taxes, such as taxes on im-— 
ported goods or on business turnover, _ 
may bring serious consequences. If 
they raise the prices of the taxed com- | 


| 


modities, as they tend to do, e.g. of 
certain necessities, some groups of con- 
sumers, especially the so-called middle 
classes, often suffer acutely. 

Still worse are the consequences of 
failure to find adequate revenues. 
Deficits compel borrowing and at the 
best this means still higher taxes in 
the future in order to pay interest on 
the additional debt. At the worst the 
government prints paper money or 
borrows from banks in ways that in- 
flate the currency. Prices rise but 
rise unequally and the numerous 
groups of people whose incomes do not 
rise correspondingly are impoverished. 


SoLvuTIONS IN EvuropPE 


Attention has been called to the 
status of European budgets at the time 
of the Brussels Conference of 1920. 
During the seven years that have 
passed since that gathering important 
changes have occurred. There has 
been a marked improvement and it is 
possible to say that most European 
countries have now “balanced their 
budgets.”" The exceptions to this 
statement are Greece and Portugal— 
and perhaps Spain. 

But it is quite important that there 
be no misunderstanding regarding 
what has occurred. A budget is said 
to be balanced when revenues are 
equal to expenditures. To a casual 
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observer this might mean merely that 
in all European countries taxes have 
been raised or expenditures lowered 
sufficiently to secure an equality be. 
tween them or perhaps even to give an 
excess of tax revenues over expenditures, 

Curiosity is aroused when he notices 
that the government debts of a few 
countries are growing, an unusual 
thing for an individual or for a gov- 
ernment that is paying its way. Not 
that a growth of debt is necessarily to 
be criticized. Under ordinary high 
standards of public finance a growth in 
indebtedness may be quite proper if 
the borrowed funds are used produe- 
tively and are hence chargeable to cap- 
ital account. An illustration of this 
is found in the budget of Czechoslo- 
vakia. Current revenue has for sev- 
eral years exceeded current expendi- 
ture but in addition loans have been 
floated and debts repaid. The net re- 
sult has been an apparent deficit in 
nearly every year due to the loans 
whose proceeds, however, have been 
largely invested in assets designated 
as revenue yielding. 

It is accordingly clear that conclu- 
sions should not be too hastily drawn 
and we shall attempt to avoid that 
error in an examination of several bud- 
gets. Notice, first, the following con- 
densed statement of the German bud- 
get for several years: 


Bupcet or THE GERMAN Retcu 7 
(000,000’s omitted) 
1924-25 1925-26 1926-27 1927-28 
(Actual) | (Actual) (Provisional) | (Estimated) 

Surplus (+) or deficit (—)............. +536.7 | —109.9 —853.5 —856.4 
Balancing Items: 

Transfer of balances from previous years..| 672.0 782.1 200.0 

Transfersfromreserveorworkingfund 190.0 

Proceeds of loans..................... | 355.3 329.4 466.4 

Balances | 892.0 | 562.1 258.0 
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This statement illustrates one way 
of securing a budget balance. If the 
reader notices only the last line he sees 
“balances” of 892,000,000 marks in 
1924-25; of 562,100,000 marks in 1925 

96 and of 258,000,000 marks in 1926-28 
with no balance but an exact equality 
of estimated receipts and expenditures 
for 1927-28. Year by year the “bal- 
ance” grows smaller, disappearing at 
the end, but no deficit appears. Each 
year’s budget is balanced. 

* But when one looks more carefully 
he notices that the revenues exceed the 
expenditures only in the year 1924-25, 
the excess for that year being 536,700,- 
000 marks. The next year shows an 
excess of expenditures amounting to 
109,900,000 marks, the next year a sim- 
ilar excess of 853,500,000 marks while 
for 1927-28 there is an estimated ex- 
cess of expenditures amounting to 
856,400,000 marks. Each year the 
gap widens. It is filled by the so- 
called “balancing items.” In 1924-25 
the excess of revenues was supple- 
mented by 355,300,000 marks which 
was secured by loans, giving the total 
of 892,000,000 marks shown as a “bal- 
ance.” In 1925-26 there was an ex- 
cess of expenditures amounting to 109,- 
100,000 marks which was more than 
covered by transferring 672,000,000 
marks of the preceding year’s “bal- 
ance.” This gave a “balance”’ for 
that year amounting to 562,100,000 
marks, leaving still 220,000,000 marks 
from 1924-25 or a total of 782,100,000 
marks, all of which was transferred to 
help cover the excess of expenditures 
in 1926-27. It was inadequate, how- 
ever, and 329,400,000 marks were 
raised by a Reich loan in February, 
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this “balance,” shift 190,000,000 
marks from the reserve or working 
fund and in addition float a new loan 
of 466,400,000 marks. 

This is pointed out without any in- 
tention of suggestion that the budget 
of the German Reich is improperly 
handled or that German public finances 
are in a bad condition, but merely to 
call attention to the fact that “balanc- 
ing” a budget is not always what it 
seems. In this instance it has been 
done with the aid of borrowing in 
three of the four years surveyed. The 
result is a growth in the internal debt 
although the amount is not yet of a 
size that in itself need be a cause for 
concern. Further reference will be 
made to it in connection with repara- 
tion payments. 


BuLGaria’s BupGet BALANCE 


Bulgaria is another country whose 
budget balance should be examined 
carefully. On the surface there has 
been a balance since 1921-22 until 
1925-26 when a deficit of 483,000,000 
leva appeared. The following sum- 
mary of the budgets for a period of 
years is helpful: 

In the ordinary budget Bulgaria has 
had an excess of revenues over ex- 
penditures in every year since 1919-20. 
There have been expenditures of in- 
creasing sums year by year in the ex- 
traordinary budget. When these have 
been allowed for, there are seen to be 
deficits in 1919-20, 1921-22, and 1925-— 
26 but favorable balances in the other 
years. Beginning with 1921-22 there 
have been loans each year. The defi- 
cits in the three years just named have 
thereby been reduced and the favorable 


| 


balances in the other years increased. 
But account must be taken of the 
last line which presents “Expendi- — 
tures incurred in consequence of the | 
war, paid by advances made by the __ 
National Bank.” If these are included 


1927. This gave a “balance” of 258,- 
000,000 marks at the end of the year. 
To cover the 856,400,000 marks by 
which it is estimated expenditures will 
exceed revenues during 1927-28 it is 


proposed to transfer 200,000,000 of 
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‘Summary or Bupeer Accounts or BuGaRIA 


Leva (000,000’s omitted) 

1919-20 | 1920-21 | 1921-22 | 1922-23 | 1923-24 1924-25 | 1925-26 

Revenue of ordinary budget... . . . 844.2 2,005.5 2,845.5 4,423.3 5,361.7 6,858 6,363.8 

Expenditures of ordinary budget. . 947.9 1,600.6 2,696.3 4,059.8 4,956.0 5,899 6,328.9 

Difference (+) or (—)....... —103.7 +404.9 +149.2 +363.5 +405.7 +959 +349 
Expenditures of extraordinary 

on 10.2 20.2 434.0 125.4 229.3 521.5 5619 

—-113.9 +384.7 — 284.8 +238.1 +1764 +437.5 —5270 

Receipts from loans............. 155.4 31,1 3.6 300.0 23 
Profits from ore of bank 

notes . Seuss 105.3 

Miscellaneous receipts........... 19 3.0 1.7 5 2 11.3 417 

Surplus (+) or deficit (—)...} —112.0 +387.7 —127.7 +269.7 +180.2 +854.1 —483.0 
Expenditures incurred in con- 
sequence of the war, paid by 
advance made by the National 

357.8 405.4 730.7 333.0 296.1 1,966.4 295.0 

Final deficits (?) see text... . . —469.8 —17.7 —858.4 —63.3 —115.9 | —1,112.3 | —7780 


year by year it will be seen that there 
is not a single year in which there was 
an actual surplus. Fortunately there 


isa legal limit of 4,700,000,000 leva on 


the amount of these advances, and the 
_ government may not have unrestrained 
recourse to the issue of banknotes to 
_ budget deficits. Instead “if a 
deficit arises, it is covered by the re- 


sources of the following budget until 


the latter by dint of economy and re- 
trenchment, provides a surplus sufficient 
to meet the deficit of the previous year.” 
FRANCE’s BupGet 

It is worth while to notice briefly the 
budget of France. There have been 
so many changes in France since July, 
1926, that a clear statement is difficult. 
Also it is to be remembered that the 
public budgets are extremely confus- 
ing to the outsider and are not easily 
understood even after careful study. 
Any statements should, therefore, be 
made cautiously. 

The budgets, until the current one, 


showed deficits year after year, defi- 
cits that were very frankly met by 
borrowing. Since July, 1926, however, 
strenuous efforts have been made to 
stabilize the currency, in fact if not 
legally, and to secure a real balance in 
the public budget. It is too soon to be 
sure that actual success has really been 
attained in either particular. The 
franc has been held quite steady for 
many months at a little less than four 
cents and the supporters of the Poin- 
caré government are confident that the 
budget for 1927 will show a surplus. 
There are, however, those who are 
doubtful. They are not numerous, as 
there seems to have been a very general 
disposition to assist and to encourage 
the government in its difficult task. 
The critics point out first of all that 
there has been no appreciable reduc- 
tion in expenditures in the 1927 budget. 
The amount of this reduction has been, 
it is said,* only 116,000,000 francs in a 


* Marcel Chaminade, L’ Experience Financiere 
de Monsieur Poincaré, p. 24. - 7 
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budget of over 40,000,000,000, or less 
than three-tenths of one per cent while 
the economies effected have all been 
made in matters on which the great 

rmanent interests of the country de- 
pend. ‘The balance has been secured 


therefore by 


increasing taxes. This 


has been done, however, chiefly by add- 
ing to indirect sources of revenue 
rather than by direct, a policy forced 
on the government by conditions in 
the summer of 1926.° 

This is skown by the following sum- 
mary of the French budget estimates 
for several years in francs (000,000's 


figures just given do not include the 
large sums allocated to the sinking» 
fund account or to the budget for 
posts, telegraphs, etc. Moreover it 
does not include on the revenue side 
the amounts expected from a 
in payment of reparation charges. 

Brief reference should be made to — 
the nature of the actual ree to 
There have been four of these. First —__ 
is the altered mental outlook which 
checked the exodus of capital from 
France, brought back French funds 
and attracted also large amounts be- 
longing to foreigners. Second is a 


omitted) : budget greatly improved and perhaps 
Direct Indirect Net Yield Total 
Taxation Taxation of Monopolies Tax Revenue 
1926... 11,462.9 19,316.6 2,549.0 33,328.5 
1927. 11,146.1 25,143.4 225.8 36,515.3 


French public expenses have not 
been much reduced and there is strong 
pressure to increase them. Whether 
the end of this year will show a balance 
remains to be seen, difficulties having 
been created by the business reaction 
starting in the fall of 1926. There 
have now appeared the budget esti- 
mates (not yet approved) for 1928 as 


follows.® 
Francs 
Estimated revenues........ . 42,160,682,251 
Estimated expenditures... .. . 42,000,000,000 
Surplus...... 160,682,251 


The budget progress has accordingly 
been in the direction of increased rev- 
enue and it should be noted that the 


5See Ernest Minor Patterson, “Can Poincaré 


Save the Franc?” 


8, 1926. 


The New Republic, September 


*The Economist (London), July 30, 1927, 


p. 211. 


definitely balanced. Third, is the 
creation of a sinking fund whose opera- 
tions are designed to control and to re- 
duce the volume of the public debt. 
Fourth is a reduction in the volume of 
floating debt. This last process needs 
explanation. 


Frencu Domestic Dest a 
On March 31, 1926, the domestic — 
debt of the French government os 
287,699,800,000 frances. Of this 93, 
434,000,000 frances was “floating,” 
it was in the form of demand or very — 
short time obligations. These were 
continually falling due and since 
} 


| 


government could not pay them out 
of tax receipts, they were paid from | 
funds secured by selling new securities _ if 
of a similar sort. This kept the gov- - 
ernment constantly in a state of fear 
lest the new sales should be impossible. : ae 
Premier Poincaré has succeeded in re- a 
duci "ing very considerably the amount 
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52 a 

of this floating debt, persuading in- 
vestors to take longer term issues in- 
stead of those maturing within the 
shorter periods. It should be noticed, 
however, that the total amount of the 
public debt has not been reduced but 
has grown. The latest statement 
available as this is written is for Feb- 
ruary 28, 1927.’ It shows that from 
July 31, 1926, to the latter date the do- 
mestic debt has grown by about three 
billion frances and that the foreign debt 
is also slightly larger. No figures are 
at present available to the writer but 
it is believed by many that the charges 
for debt service have also grown. 

More serious is the contention that 
the reduction in the floating debt is 
not real but illusory. It is argued by 
many that the short term or floating 
debt that has disappeared has been re- 
placed or more than replaced by a new 
and much more dangerous floating debt. 
As already observed there has been a 
heavy movement of funds into France 
since the summer of 1926. In connec- 
tion with this movement the French 
government and the Bank of France 
have come into possession of very large 
quantities of foreign exchange whose 
amount is probably as much as $1,000,- 
000,000. One estimate given to the 
writer in July of this year was $1,250, 
000,000. 

There is one perfectly safe principle 
to remember when studying finance. 
Ordinarily a finance minister does not 
get something for nothing and when he 
seems to have done so we may very 
properly insist on an explanation. A 
government may collect more taxes 
and thus come into possession of large 
amounts of money without giving any- 
thing in exchange. That is under- 
standable. But it is not reasonable to 
suppose that in addition to raising such 
huge sums by means of higher taxes, 


7Taken from L’Europe Nouvelle, May 28, 
1927, pp. 712-5. 
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the government should have secured a 
billion or more dollars worth of foreign 
exchange. We are given to under. 
stand that these offerings of foreign 
money have been so abundant and go 
persistent that the real difficulty has 
been to keep the franc from rising 
higher than four cents. Another 
point to be kept clear is that these 
funds returning to France are privately 
owned. They do not belong to the 
government but to private individuals, 
Some of them are French who in 1995 
and early in 1926 sent funds out of 
France, thus helping the collapse of 
the franc. Others are foreigners who 
for various reasons are buying francs, 
Critics contend that many of the pur- 
chases are merely speculative. 
Whether this has been the main mo- 
tive in buying francs we cannot decide 
but it is entirely clear that this money 
has not been given to the government. 
First of all the private owners placed 
their foreign exchange on deposit with 
their banks, receiving francs in ex- 
change. The banks in turn have de- 
posited this foreign exchange (not 
given it) with the Bank of France and 
with the Treasury. The bank and the 
government have thus become the pos- 
sessors of the billion dollars or so of 
foreign money but in receiving it have 
become liable for a corresponding 
amount on demand (or short notice). 
These amounts, not being debts of 
the ordinary kind, do not appear in the 
ordinary statements of the government 
debt. They are a danger if at any 
time they should be withdrawn. At 
present a small rate of interest—2 per 
cent—is paid on them. If business 
should revive and the funds could be 
used to advantage elsewhere they 
would presumably be withdrawn. If 
distrust should develop they would be 
withdrawn. In any case they are ina 
dangerous form and in July 1927 the 
government undertook to dispose of 
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them theough a special bond issue. 
The offering was not a success only 
something more than five billion francs 
being subscribed and only a part of this 
was in cash. 

This is enough about the French 
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where, and it is most » aieeiaiiaig to 
find that the government’s financial 
struggle is so serious. Balances are 
being secured but only with great ef- 
fort. There is an accompanying sum- 
mary of budget accounts. 


fe 
a he Summary or Bupcet Accounts or Great Britain ves, 
£’s (000,000’s omitted) 
Expenditure | Surplus (+) | Sinking Fund 
Year Revenue Chargeable or Included in Real 
Against Revenue | Deficit (—) | Expenditure | Surplus 
197.5 +.7 52 59 
1922-23 914.0 812.5 +101.5 24.7 1262 
1923-24 887.2 788.8 +48.4 40.0 88.4 — 
1924-25 799.4 795.8 +3.6 45.0 48.6 % 
1925-26 812.1 826.1 —14.0 50.0 36.0 
1926-27 . 805.7 842.4 — 36.0 60.0 22.3 
1927-28 (Est. 7 834.8 833.4 +1.4 65.0 66.4 


budget unless we should attempt to 
present a large amount of detail which 
would only confuse the main facts. 
These are that the budget balance is 
not yet certain; that the debt is in- 
creasing, not diminishing, and the debt 
service is also growing; and that the 
acquisition of large holdings of foreign 
exchange has created a new and serious 
problem. Germany’s domestic debt 
is growing but is not dangerously large. 
That of France is already so large that 
further increases add to difficulties al- 
ready almost unsupportable. 


GREAT Britarn’s BupGetT 


Germany and Bulgaria have been 
our illustrations of countries whose 
governments have not really balanced 
their budgets. France has been pre- 
sented as in the doubtful list. Our 
next illustration is a little different. 
The British government happily has 
for some years kept expenditures less 
than revenues and has actually been re- 
ducing its debt. But British financial 
strength is proverbial. A balanced 
budget is to be expected here, if any- 


A careful examination of this table 
shows the financial struggle through 
which the country is going. Expendi- 
tures of £197,400,000 in 1913-14 have 
grown to £842,400,000 in 1926-27. 
Surpluses were maintained for the three 
years ending in 1924—25 although each 
year they declined, the one for the last 
year being only £3,500,000. The next 
two years showed deficits and the esti- 
mates for 1927-28 are for a surplus of 
only £1,400,000. Yet these deficits 
are not so real as they seem for the ex- 
penditures column has included ap- 
propriations to sinking fund. There 
has each year been a surplus as shown 
in the last column. It is diminishing 
but it is still there and in spite of the 
strain involved the budget estimate 
for the current year set aside £65,000,- 
000 or more than ever before, for debt 
redemption. 

How uncertain British government 
finances have been is made clear by 
recording the advance estimates of 
revenues and expenditures and with 
them the actual figures at the close of 
the financial year 1926-27. 
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surplus of £4,109,000 which by the end 
of the period became a deficit of £36,- 
694,000, a result that was £40,803,000 
or about $200,000,000 away from the 
advance hopes of the Chancellor of 
the Exchequer. Revenues were over 
£19,000,000 less than the estimates 
and expenditures over £22,000,000 
more than the estimates. “The de- 
crease in revenue was mainly due to 
the coal strike, while the increase in ex- 
penditures resulted from higher inter- 
est charges on the public debt than had 
been estimated.” But in 1925-26 the 
_ estimates had also been wrong, in that 
_ year because an unanticipated subsidy 
of £19,000,000 had been granted to the 
coal industry. Each year since 1923-— 
24 actual expenditures have been grow- 
ing. That there has been each year 
an actual debt reduction is encourag- 
_ ing but there has been a serious strain. 
_ Unfortunately there has as yet been 
no solution of the coal problem and 
other aspects of British industrial life 
are not improving. For the first time 
official optimism yielded to official 
pessimism in the House of Commons 
_ when in July of this year the President 
_ of the Board of Trade presented a most 
discouraging statement. 


CuRRENT YEAR EstTIMATES 


| A word should be added regarding 
ay _ the budget estimates for the current 
_ year. On the basis of existing taxes 
and in the face of anticipated expendi- 
tures the Chancellor of the Exchequer 
forecast a deficit of £21,540,000 for 


1926-27 
Estimated Actual Estimated 
820,641,000 842,395,000 | 833,390,000 
+ £4,109,000 — £36,694,000 | +£1,440,000 
For 1926-27 there was an estimated 1927-28. Instead of raising the in- 


come tax he covered this possible 
deficit by (a) increased taxes on wines, 
tobacco, pottery, motor tires and 
matches amounting to £5,900,000, 
(b) a reduction of one month in the 
brewer’s credit which yielded £5,000,- 
000, (c) the absorption of the £12,000,- 
000 balance in the road fund reserve, 
and (d) miscellaneous measures. The 
policy may have been wise but it was 
one that demanded explanation. The 
excuse has been that the difficulties 
are of a temporary nature and that 
British business ought not to be dis- 
turbed further by alterations in funda- 
mental taxes. Whether this is the 
case time only will show. To the 
present (August, 1927) no significant 
improvement has appeared as a change 
from the depression that has already 
lasted seven years. 

As an offset to what may seem a 
criticism, record should be made of the 
fact that the current budget provides 
for an appropriation of £65,000,000, a 
heroic step in the face of difficulties. 

These illustrations are enough to em- 
phasize the point that budget balances 
are not always what they seem and that 
some at least of the countries of Europe 
have not yet fully solved their fiscal 
problems. Reference should be made 
next to a way in which relief from the 
strain has been secured in several 
countries—the forced loan. 


Forcep Loans 


Greece has twice used this device. 
In 1922 every holder of a banknote 
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was —_— to subscribe to a loan. 
His note was halved. One half was 
then exchanged for a new note whose 
face value was 50 per cent that of the 
old note. The other half was ex- 
changed for a bond equal to the other 
50 per cent, bearing 6! per cent inter- 
est from April Ist, 1922 and repayable 
up to April Ist, 1943. A similar loan 
was issued in 1926 bearing 6 per cent 
interest, each holder of a banknote 
being compelled to subscribe to 25 per 
cent of the value of his note. 

Belgium in 1926 faced a serious 
crisis. The railways were owned by 
the government. There was organized 
the National Railway Company with a 
capital of 11,000,000,000 frances. Asa 
means of consolidating the floating 
debt the holders of treasury bonds were 
offered the choice of exchanging their 
short term securities either into pre- 
ferred stock of the new railway com- 
pany or into 5 per cent bonds to be 
repaid subsequently from the amortiza- 
tion fund of the public debt according 
to the amount of its available funds. 
Treasury bonds converted into railway 
shares amounted to 4,200,000,000 
francs and into 5 per cent treasury 
bonds 330,000,000 francs. In this 
conversion the state lost an important 
part of its ownership and hence of its 
control over the railways to private in- 
vestors. The investors accepted se- 
curities whose value will be clearer at 
a later date. 

In 1927 the Spanish government 
consolidated its floating debt of 5,225,- 
500,000 pesetas by a voluntary conver- 
sion of 4,810,400,000 pesetas and the 
forced conversion or repayment of the 
balance, 377,000,000 being converted 
and 38,100,000 repaid in cash. 

In November 1926 /taly consolidated 
its floating debt by (a) the obligatory 
conversion of ordinary 5- and 7-year 
treasury bonds, (b) the optional con- 
version of 9-year treasury bonds, (c) 


ic 
obligatory subscription by certain 
credit institutions out of their available 
funds and (d) optional subscription by 
the public. 

These forced loans are, of course, an 
evidence of the financial strain to 
which the governments named have 
been subjected. Their difficulties, like 
those of other countries, have been due 
to (a) the size of the debts and of the 
debt service and (b) the fact that an 
important fraction of the debts was of 
the floating variety and hence a con- 
stant menace. The conversions by 
means of forced loans have given a 
measure of relief from both these 
troubles. The size and burden of the 
debts have been modified somewhat 
but the chief advantage has been in the 
conversion of short term obligations 
to a longer maturity. 

Within limits such forced conver- 
sions may be arbitrary but those limits 
are narrow, not wide. Thus the nom- 
inal amount of that part of the Italian 
debt just referred to has been increased 
not diminished by the conversion oper- 
ation. Greece secured relief not from 
interest bearing debt but by reducing 
the face value of the non-interest bear- 
ing debt, z.e. the outstanding paper 
money, although at the same time the 
amount of the interest bearing debt 
was increased since a part of the paper 
money was converted into bonds. It 
must not be assumed that complete or | 
permanent relief has been secured on— 
any large scale. Also it must not be © 
forgotten that under strain the practice _ 
of forced conversions may be resumed, 
a possibility not to be ignored by the © 
holders of securities, either those of the — 
countries just named or of others that 
have not yet used the method but © 
whose financial strain is acute. 


REPUDIATION 


Another form of relief has been | 
repudiation, a method used particu- 
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Pes 
larly in Central and Eastern Europe. 
One illustration must suffice. Infla- 
tion of the German currency was so 
great that payment at the old par in 
gold was not to be thought of. The 
notes of the Bank of Germany were 
finally made exchangeable for new 
paper money at the ratio of 1,000,000,- 
000,000:1—in other words each mark 
of the old paper was practically value- 
less. The obligations of the govern- 
ment also became practically worth- 
less, interest payment and redemption 
of them being discontinued in Febru- 
ary, 1924. A measure of relief to the 
- owners was provided in July, 1925, 
by their conversion into a new loan 
at varying rates. This “revaloriza- 
tion” process has given to the Reich a 
_ gold mark debt placed provisionally at 
1,742,100,000 marks as of March 31, 


56 


Reuier Ristnea Prices 


The most important method of 
securing relief from the burden of 
debt has been through rising prices. 
In some countries this was carried 
so far as to amount to virtual repudia- 
_ tion as in the case of Germany just 
described. In that country prices 
rose so high that most of the debts 
though calling for vast numbers of 
marks could easily be paid. Thus in 
December, 1923, a debt whose face 
value was say 1,000,000,000,000 paper 
marks could be paid with about 24 
cents of American money or with one 
_ mark of the new German currency. 
- Commodity prices had risen so high 
that a business man found it very easy 
to pay an enormous debt. 

This rise in prices which occurred in 
all countries will be referred to again 
in the next chapter but reference must 
be made to it here in connection with 
government taxation and debts. The 
principle involved is simple. A public 
debt is a promise by a government to 
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pay a specified amount of money— 
pounds, francs, lire or something else— 
with interest until the principal sum 
has been discharged. These sums due 
to bondholders must be collected year 
by year from taxpayers any one of 
whom can pay a given sum, say 100,000 
francs, more easily if prices are high 
than if they are low. Thus as prices 
rise the service burden resulting from 
any fixed amount of debt is easier for 
taxpayers to pay and hence for a 
government to collect. Since prices 
are higher in all countries than before 
the war it follows that the debts have 
been lightened everywhere to the 
extent that prices have risen. 

In some countries where the debts 
are extremely high as in France the 
actual burden is not so great as the 
figures at first would suggest. An 
interesting tabulation has been pre- 
sented in the League of Nations’ 
Memorandum on Public Finance which 
has been relied upon in this chapter and 
is given in part on the next page. Per- 
centages indicate magnitude with 1913 
taken as 100. 

This table is illuminating. It may 
also be called both reassuring and dis- 
heartening. Notice, for example, the 
figures for Belgium. The combined 
foreign and domestic debt of Belgium 
on September 30, 1923 was about 41,- 
000,000,000 francs. But prices in 
Belgium were much higher in 1923 
than in 1913 and this debt on the later 
date was (as indicated in the table 
following) no heavier than a debt of 
7,434,100,000 francs would have been 
in the earlier year. The real size of 
the debt has accordingly increased by 
only 71.5 per cent. The debt service 
in 1925 is similarly found to be only 94 
per cent greater in real burden than 
that of 1913. There is a heavier bur- 
den but not nearly as much heavier as 
the crude figures at first suggested. 

Examination of the French public 
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Dest anp Dest Service Repucep to Pre-War Price 


Public Debt Debt Service 
Country Date Reduced to inancial | Reduced to 
Pre-War Year Pre-War 
Price Level | Index Price Level Index 
(000,000’s (000,000’s 
omitted) omitted) 
Belgium (franc) Sept. 30, 1923 7,434.1 171.5 1925 368.0 194 
Denmark (krone)... .| March 31, 1925 529.3 147.0 1925-26 $1.4? 253 
Finland (markka)...| Dec. $1, 1925 221.0 128.0 1925 22.0 275 
Fraace (franc)...... April 30, 1925 55,784.61 | 169.2 1925 2,690.4 278.5 
Great Britain (£).. March $1, 1925 4,618.0 653.9 1925-26 200.9? 1,074.1 
Italy (lira) . June 30, 1925 13,309.0 84.4 1925-26 839.6 121.7 
Netherlands (torn). Jan. 1, 1925 2,118.1 182.3 1925 92.72 288.8 
Norway (krone). . June 30, 1925 702.7 194.0 1925-26 46.0? $71.0 
Spain (peseta)......| Dec. 31, 1923 9,286.5 93.0 1925-26 438.9 97.0 
Sweden (krone).....| Dec. 31, 1925 1,125.7 174.0 1924-25 36.8 162.0 
Switzerland (franc)..; Dec. 31, 1925 3,103.6 181.5 1925 131.42 247.0 


' Domestic debt only. 


debt and the burden of its service 
shows that the debt (domestic only) 
was in 1925 only 169.2 per cent of that 
in 1913 and the debt service 278.5 per 
cent of that in 1913. Italy’s debt and 
debt service were actually less than in 
the earlier year. The same is true for 
the debt and debt service of Spain in 
1923. All of the others show an in- 
creased burden, the heaviest increase 
by far being that of Great Britain 
whose debt thus interpreted was about 
six and one-half times as heavy in 1925 
as in 1913 with a debt service (interest 
only) nearly eleven times as heavy. 
For all of these countries the calcula- 
tions are for the dates and financial 
years given and for no other. The 


nominal amounts of the debts have al- 
tered and the price 
changed since then. 


levels have 


Interest only. 


These figures are for most countries 
reassuring since they show debts far 
less burdensome than the first tables 
suggested. To this Great Britain is 
an outstanding exception. They are 
disheartening in two ways. First they 
show a considerable addition to the 
debt service in all countries but two. 
Second, the very fact that the correc- 
tions made for a changed price level 
indicate so light a burden shows that 
prices have risen very greatly with all 
the consequences that such a higher 
price level brings with it. Many 
groups of people in the countries con- 
cerned have been put under severe 
strain since their incomes have not 
grown with the general rise in the cost 
of living. The extent and _ signifi- 
cance of this will be developed a little 
later. 
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_ of governments. It is 


be placed on record. 
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CHAPTER VI 


Price MoveMENtTs AND Currency Pouicres 


Europe is a very densely settled 
area whose population is still increas- 
ing. Its capital equipment, especially 
along certain lines, is more than 
adequate for present market demands. 
Production of many commodities is in 
excess of pre-war although the output 
of others has been reduced. But trade 
has been checked, partly by trade 
barriers, but even more by other influ- 
ences among which the competition of 
recently industrialized areas in other 
parts of the world is the most significant. 

Many of these difficulties are not to 
be explained primarily by the war 
although the war aggravated some of 
them. Nor is their removal to be 
accomplished by a mere return to pre- 
war status. Thorough adjustments 
are essential and will come very slowly. 

There are, however, certain other 
conditions that are more definitely a 
result of the war. Huge debts have 
been accumulated, taxes have been 
increased and a strain placed on the 
economic life not only of the countries 
formerly belligerent but also of the 
neutrals. Although the rise of prices 
has lessened the burden, as indicated 
toward the end of the last chapter, 
most governments must collect more 
taxes than ever, some of them (notably 
England) far more, while all are 
strained by the efforts of readjustment. 
Much of this strain is due to price 

movements which are determined 

part by economic forces as yet beyond 
human control but which are in- 
fluenced also by the deliberate policies 
these price 
movements and currency policies that 


be. 


Price 


This movement of prices must first 
In every country 


prices are higher than before the war, 
In all of them the rapid upward move- 
ment has been checked and in some of 
them the trend has in recent months or 
years been downward. In every coun- 
try prices rose through the war and 
afterwards until the crisis in 1920 and 
1921. At that time they fell every- 
where though much more in some 
countries than in others. 

Up to the crisis price movements in 
the various countries had been similar 
though differing in degree. Inflation 
is accomplished by additions to the 
volume of circulating medium more 
rapid than the growth in the volume 
of business. This tends to raise the 
price level. During the war the pri- 
mary cause was the needs of the 
governments. In a few cases gov- 
ernments actually printed their own 
notes and put them into circulation 
as money but in most instances the 
process was less direct and more 
involved. Usually a given govern- 
ment, e.g. that of France, borrowed 
from the central bank of the country. 
That bank issued its own notes, giving 
them to the government in exchange 
for the government’s promises in the 
form, say, of treasury bills. This 
added to the volume of circulating 
medium of the country, the new notes 
being in the hands of the government. 
The extra purchasing power permitted 
the government to compete with other 
buyers of goods in bidding up prices. 

While the issue of bank notes in 
return for government promises was 
a common and relatively simple method 
of inflation, there were other and more 
complex ways. Any addition to the 
volume of the circulating medium 
would have the same effect and the 
free granting of loans by the banks 
with the consequent expansion of bank 
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Price MovEMENTS AND CURRENCY PoLictes 


deposits subject to check was another 
practice, more important in some 
countries than the issue of bank notes 
as just described. 


INFLATIONS 


During the war inflation was largely 
due, as stated, to the needs of govern- 
ments, although the competition of 
private business aided by free advances 
from the banks, added to the move- 
ment. After the war government 
demands persisted though in some 
countries with diminished force, but 
nearly everywhere business demands 
grew until the crisis in 1920. 

A careful study of the movements 
shows that there has been a consider- 
able diversity in practice. For our 
purpose the leading countries may be 
divided into four groups and one or 
more illustrations taken from each. 

The first illustrated by Great Britain, 
undertook a return to the gold standard 
as soon as possible after the war. 


There had been inflation in Great 
Britain but, on the whole, more 
orthodox and conservative financial 


policies had been followed than on the 
Continent. More of the cost of the 
war had been secured by taxation and 
less by borrowing. At the end of the 
war the situation was carefully sur- 
veyed and the decision reached to 
return as promptly as possible to the 
gold standard. There were numerous 
setbacks. Prices rose sharply until 
1920. The pound fell at one time 
nearly to three dollars (par is $4.8665), 
but in the spring of 1925 it was brought 
to an equality with the dollar, 7.e. the 
quotation rose to approximately par. 
This meant a downward movement of 
the price level, the reason for which will 
be shortly explained. 

A second group of countries included, 
among others, Germany, Austria and 
Russia. In these the price movement 
was steadily upward and was not 


appreciably checked even by the crisis 
of 1920. Inflation continued until the 
volume of outstanding money became 
so huge that no one seriously supposed 
it could ever be redeemed at the old 
par. The outcome was virtual re- 
pudiation. In Germany, for example, 
the crisis was reached in November, 
1923, when a new form of money was 
introduced—the rentenmark, succeeded 
a few months later by the reichsmark. 
The old paper mark was exchanged for 
this new money at the ratio of 1,000,- 
000,000,000:1. Since that time prices 
in Germany and Russia have slowly 
declined. In Austria they are rising 
and seem to be coming to a sort of 
world level between 35 and 40 per 
cent above pre-war. 

A third movement is illustrated by 
Belgium and Finland. The upward 
price trend continued in these countries 
but inflation was not allowed to go on 
indefinitely. Neither was there an 
attempt to bring the currency back 
to the old par. Instead stability was 
attained at a level considerably below 
par. In Finland after the crisis of 
1920 the price level was held firm and 
has been maintained ever since. In 
Belgium there was an unsuccessful 
attempt at stabilization in 1924. Con- 
trol was lost and in 1926 after an acute 
crisis another plan was evolved which 
up to the present has been successful. 
Here too no attempt was made to 
deflate, to lower prices, to bring the 
Belgian franc back to or even toward 
its old level. A permanent deprecia- 
tion of the value of the Belgian franc 
was accepted. It was formerly worth 
19.3 cents but is now definitely held 
at less than three cents. 

The fourth and last group includes 
Italy and perhaps France. In each 
of these countries prices continued to 
rise after a setback in 1920 and 1921. 
In the summer of 1926 a crisis was 
reached. In September of that year 
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the price level in Italy was 622 (1913= 
100). In the same month the French 
index was 786.9. The Italians there- 
upon embarked upon a policy of defla- 
tion, greatly lowering the price level. 
It has reached 465 in August, 1927. 
The French likewise took matters 
firmly in hand. In France prices have 
dropped far below the high point of 
September, 1926 (to 618.2 in August, 
1927) but there has been less actual 
deflation and less real strain in their 
method than in that employed in Italy. 
Some contend that France did not 
really deflate but has held the price 
level steady as did Belgium and Fin- 
land. If that is the case then France 
should have been included with them 
above in the third group. 

These extreme price movements 
have been among the worst obstacles 
to economic recovery in Europe. Be- 
cause of their importance and because 
the movements are not yet at an end 
it is worth while to explain both the 
reasons for the movements and some 
of their consequences. 


FurtTHER DEFINITION OF INFLATION 


Inflation should be further defined. 
When there is inflation the currency 
is said to be depreciated but deprecia- 
tion is of three kinds. First, the paper 
or other representative money of a 
country may be depreciated in terms of 
the standard money, gold. This oc- 
curred in the United States during and 
after the Civil War when the green- 
backs exchanged for gold at a very 
great discount. It also occurred in 
most of the belligerent countries during 
_ the last war and even in some of the 
neutral ones. In England this was a 
_ matter of record, the paper money 
being openly at a discount but in many 


of the Continental countries there were 


no open gold markets and the extent 
of the actua! depreciation can not be 
so clearly stated. 


The second form of depreciation js 
found when the money of a country 
declines in terms of the money of some 
other country. Thus the German 
mark, once the equivalent of 23.8 cents 
declined until worth far less than this 
amount of American money. The 
French franc, formerly worth 19.3 cents, 
is now worth less than four cents. 

Third is depreciation of money in 
terms of commodities, reflected in a 
rise of the price level. This is less 
often thought of as depreciation but 
is even more common. 

Appreciation is a movement in the 
opposite direction from depreciation. 
A currency may rise from a low level to 
par with gold or above, to par with 
the money of other countries or above 
them, or prices may fall. 

If a currency is depreciated in 
terms of gold, it is apt to decline in the 
foreign exchange market and prices of 
commodities expressed in terms of 
that currency will rise. There may be, 
however, a rise in commodity prices 
with no corresponding depreciation 
of the other two kinds. Likewise 
commodity prices may fall without 
other forms of appreciation being in 
evidence. 

These definitions will be helpful in 
understanding the significance of some 
of the price movements in Europe. 
Currency difficulties there have been 
persistent. Asan aid to understanding 
them a few facts should be presented. 
No brief table gives an adequate 
picture of conditions but the accom- 
panying one is given. 

In this table only the gold reported 
as actually held in vaults is given. 
Most of the banks state also as a part 
of their reserves, gold held abroad. 
But as this gold is usually not ear- 
marked the reserve is merely a deposit 
account with some foreign bank and 
is not literally gold. 

Counting, then, only gold reported 
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Gold Reserves Note Issues 
End of End of 

19138 1926 1913 1926 
Belgium (francs) 249 274! 1,067 7,314 
Denmark (kroner 73 209 152 386 . 
England (£).. 35 151 30 
Germany (marks) 1,170 1,831 2,593 3,736 
25 52 245 4,865 
Italy (lire) . 1,376 1,144 2,284 18,340 
Netherlands (guiden). . 151 414 313 .... 
Norway (kroner). . 44 147 108 337 
Sweden . . 102 224 234 525 
Gwiteeriand . . 170 472 314 874 


1Gold and note issues for Belgium are for end of 1925 instead of 1926. 


in vaults it will be noticed that but one 
country in the list (Italy) reports less 
gold in 1926 than in 1913. The rest 
all have more, some of them far more 
than before the war. In fact,most of 
them have gains that are greater than 
might seem to be needed to offset the 
fact that gold prices are about 50 per 
cent higher than in 1913. In view of 
the common opinion that the increase 
of gold in the United States has 
caused a dearth of gold in the central 
banks of Europe it is well to emphasize 
this point. But an explanation should 
at once be added. These enlarged 
supplies have come in part from the 
annual output of the mines but also 
by the withdrawal of much gold from 
circulation and from private hoards. 


Tur RESERVE 


There has been a tendency to ex- 
aggerate the significance of gold re- 
serves. Such importance as they have 
lies in the facts that (1) the gold price 
level is higher than in 1913 and hence 
more gold is perhaps needed to carry 


on the same volume of business and 
(2) the liabilities of the banks have 
grown enormously and even with the 
greatly enlarged supplies of gold the 
ratio between gold reserve and liabil- 
ities has been much reduced. The 
table just given shows this for note 
issues, but not for deposits, a method 
sufficiently enlightening on the Con- 
tinent where the deposit liabilities are 
of much less importance than are the 
notes. 

This increase in note issues has been 
accompanied by all three types of 
depreciation of the currency just 
described, although it has not been 
the only cause. To the extent that it 
was desirable to restore the old reserve 
ratio, the change could be accomplished 
either by increasing the supply of gold 


or by reducing the volume of liabilities. : 


Either one would raise the reserve 
ratio. 
A glance at the volume of the note 


issues in 1926 makes the difficulty _ 


evident. If the gold reserves were to 


be raised until the percentage of 1913 — 
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was restored the amount of gold 
needed would have been enormous. 
An examination of the note issues of 
Belgium, France, Greece and Italy 
makes this clear. Importation of such 
large quantities of gold was impossible 
because of the inadequate supply of 
gold in the world, because of the 
expense and also because the economic 
strain involved would have been too 
great. 

Suppose it had been done. It 
would presumably have been through 
a rise in the foreign exchange quota- 
tions for the currencies of each of these 
countries to a point where gold would 
have been imported. This could have 
come about only through a _ very 
considerable increase in exports in the 
face of the obstacles described in 
preceding chapters. But if the gold 
had been abundant enough, and the 
exports of the various countries could 
have been increased adequately the 
movement of the gold would have 
brought the most serious consequences. 
Taken quickly from the United States 
which would have been the chief 
source of supply its withdrawal would 
probably have precipitated a business 
crisis, and a disastrous fall of prices 
which would have at once destroyed 
the United States as a market for 
European goods and tended to check 
or even reverse the gold movement. 


ImporTATION No SOLUTION 


If the gold had actually gone to 
those countries of Europe in large 
quantities a serious difficulty would 
have developed there. France may 
be used as an illustration. Prices in 
France, though high, are paper prices, 
not gold prices. In fact, gold prices in 
France have tended to be lower than 
in gold standard countries. The fact 
that they were paper prices rather than 
gold has been what has prevented a 
flood of imports into France. If gold 
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prices had actually been as high as 
the index number of prices would 
suggest, the French market would 
have been swamped with goods. But 
the proposed importation of gold in 
large amounts would have at once 
driven up gold prices in France. The 
French market would have been a 
desirable one in which to sell goods, 
imports would have increased, French 
domestic business would have been 
demoralized, prices would have fallen, 
The inward movement of gold would 
have been quickly checked and prob- 
ably reversed. 

Solution of the difficulty by the 
importation of large quantities of gold 
would thus have been impossible, or, if 
possible, would have been disastrous 
both for the country that lost the gold 
and for the one that received it. Only 
in a few cases, e.g. Germany in 1924, 
was the movement of gold the desirable 
step and there it was wise only because 
the actual holdings of gold had 
diminished and after other steps had 
first been taken. Also in England 
restoration of the gold standard was 
feasible since inflation never got so far 
beyond control as on the Continent. 
The pound was not very far below par 
for any great length of time and hence 
restoration to par was a less violent 
procedure. 

Since gold reserves could not be 
built up there was the second pos- 
sibility of bringing liabilities down, 
chiefly by retiring note issues. This 
contraction in the volume of circulating 
medium would have been deflation 
and would have resulted in a lowering 
of prices with consequent business 
failures and unemployment. Also for 
years government budgets were not 
balanced, the deficit each year being 
met to some extent by bond issues or 
by borrowing from the banks which 
meant more note issues, t.e. more 
inflation. It was difficult to check 
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inflation to say nothing of reversing 
the process. 


Errects or INFLATION 
DEFLATION 
The disastrous effects of inflation 


placed a heavy strain on Europe, 
none the less serious because often 
concealed. It makes little or no 
difference whether prices are high or 
low but the transition from a low 
level to a high one or from a high level 
to a low one is a serious matter. 

The countries of Europe have been 
experiencing both movements. All 
suffered from rising prices for a long 
time. More recently most of them have 
been feeling the strain of the reverse 
movement, a fall in prices. The effect 
of each should be briefly explained. 

When prices rise the movement is 
not uniform among all commodities 
and services. Some prices advance 
rapidly and others slowly. Usually 
comiodity prices rise more promptly 
than wages. As a result many in- 
dividuals and groups suffer acutely. 
All whose expenses rise more rapidly 
than their incomes are the losers. 
Workers strongly organized are able 
to secure wage increases from time to 
time but the unorganized usually find 
it more difficult. ‘Those whose services 
are particularly in demand can secure 
more than those whose work is less 
urgently needed. Income from in- 
vestment in bonds and mortgages does 
not increase because these credit 
instruments are promises to pay fixed 
and carefully specified amounts of 
money—marks, lire, frances, roubles. 

Rising prices consequently cause a 
serious dislocation. If the movement 
goes very far some groups suffer so 
acutely as almost to vanish. Invest- 
ments in interest-bearing securities 
may become valueless—in other words 
deposits in savings banks and other 
similar holdings virtually disappear. 


The accumulations of years are gone. 
The rentier class is particularly hard 
hit. In so far as they are young and 
vigorous there is perhaps a minimum 
of hardship in their being compelled 
to seek employment. But it must 
not be forgotten that savings for old 
age vanish, that endowed institutions 
lose their property, that many valuable 
groups in the community are forced 
to shift their occupation. 

So much has been written about the 
losses that come from the inflation 
of the currency that it is not necessary 
to go more into detail. But less 
attention has been given to the hard- 
ships of deflation, the strain that comes 
with falling prices. At present much 
of the trouble in Europe is traceable to 
this movement. 


SUFFERING CAUSED BY DEFLATION 

During inflation suffering arises be-— 
cause incomes cannot be raised to 
meet mounting expenditures, i.e. all 
prices and wages do not and in fact 
cannot advance together and at the 
same rate. During deflation the re- 
verse occurs. Many expenditures can- 
not be reduced as income falls. An 
illustration from American experience 
will clarify this. Shortly after the 
Civil War, when prices were high, 
many farmers mortgaged their farms, 
borrowing amounts that were not 
unduly large with prices at the pre- 
vailing level. Suppose that corn was 
selling at a dollar a bushel. A given 
farmer would not hesitate to mortgage 
his farm for $10,000 at 6 per cent, 
feeling confident of his ability to 
raise $600 interest a year. The sale 
of only 600 bushels of corn would do it. 
But as prices in America declined 1200 
bushels at 50 cents per bushel were 
needed to meet the annual interest. 
Having obligated himself to pay not 
600 bushels of corn or its equivalent in 
money per annum but instead $600 
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per annum, the burden became too 
heavy. Falling prices brought count- 
less bankruptcies and widespread dis- 
content throughout the West and 
South from 1873 to 1896. 

Of course farmers are not the only 
class to suffer under such conditions. 
Governments, corporations and in- 
dividuals during the period of high 
prices assume obligations that are 
often not too heavy until prices start 
todecline. These obligations are fixed, 
are for a specified number of dollars, 
or pounds, or francs, and do not diminish 
as the general price level is lowered. 
As prices rise creditors and other 
fixed income groups lose. As prices 
fall, debtors and other fixed expenditure 
groups are the sufferers. Unable to 
reduce their expenditures they face 
bankruptcy. Failures are numerous 
and unemployment grows. 

We may now return to the four 
groups of countries referred to a little 
earlier in this chapter. The first was 
illustrated by England (although Hol- 
land, Sweden, Switzerland and others 
might have been included). Having 
determined to bring the pound back 
to par the British realized that this 
could be done in either of two ways. 
The price level in England was 
definitely higher than that in the 
United States. Even after the crisis 
of 1920 the two were some distance 
apart as is shown by the following 
index numbers which give the monthly 
averages for several years. 


United Kingdom | United States Bureau 
Board of Trade | of Labor Statistics 

1920. . 307 .3 226 .2 

1921. . 197.2 146.9 

1922. . 158.8 148.8 

1923. . 158.9 153.7 

1924. . 166.2 149.7 

1925. . 159.1 158.7 

1926. . 148.1 151.1 


& => 
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In 1920 the respective levels (1918 = 
100) were 307.3 and 226.2. In 1999 
they were 158.8 and 148.8 and in 1993 
came much closer together at 158.9 
and 153.7, only to diverge in 1924 to 
166.2 and 149.7, the level in Great 
Britain rising while that in the United 
States fell. There is neither space 
nor occasion to enter into foreign 
exchange theory here so it may be 
stated abruptly that whenever the 
pound had reached its old parity 
in terms of the dollar, i.e. $4.8665, the 
two price levels would come together or 
nearly so. This could be accomplished 
either by a rise in the American level 
or by a fall in the British. Needless to 
say the English would have preferred 
to see the American level rise as this 
would have made many readjustments 
in England unnecessary. In America, 
however, we wished to avoid a rise in 
prices and endeavored to prevent it. 
Gold was being imported im large 
quantities and it was by no means 
easy to restrain the upward tendency. 
Nevertheless a considerable measure 
of stability was maintained in the 
United States and early in 1925 the 
British government too! the decisive 
step of reéstablishing the gold standard, 
even though it involved a lowering 
of the British price level. 

Just what this meant will be better 
understood if it is remembered that 
Great Britain has a heavy export trade 
upon which British welfare depends. 
Through it Great Britain earns most 
of her food as well as many of her other 
articles of consumption that must be 
imported. Anything that checks ex- 
ports is serious. But this is just what 
occurred. How and why will be clear 
if a hypothetical case is presented. 

Assume that in 1924 a certain grade 
of British coal was costing a foreign 
buyer 10s per ton and at a time when 
the pound was quoted in dollars at 
$4.50. Each ton of coal would there- 
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In the spring of 1925 
when the pound was brought up to 
par, 1.e. $4.86, this same ton of coal at 
10s per ton cost the foreign buyer $2.43 
or 18 cents per ton more. Such a 
difference was enough to discourage 
purchases in Great Britain and drive 
foreign buyers elsewhere. The only 
remedy for the British coal operator 
was to lower his prices. In some cases 
profits had, of course, been high enough 
to permit this but in others there was 
nosuch margin. In any case operators 
would endeavor to lower their costs in 
order to continue operating at the 
former profit. One way to lower 
costs is to reduce wages and there was 
precipitated the wage struggle which 
resulted in the £19,000,000 government 
subsidy to the coal industry in 1925 
and in the great coal strike of 1926. 

This disadvantage of the British is 
shown by the following table of export 
values for coal, taken from the Report 
of the Royal Commission on the Coal 
Industry, page 245 as quoted in the 
Memorandum on Coal (Vol. 1, page 
21), submitted to the World Economic 
Conference . 


Price Movements AND Cunrancr 


Export VaLues ror 
(In gold marks per metric ton) 


vantage early in 1925 and were com- 
pelled to reduce prices as is shown by 
the table. Nevertheless their export 
trade languished. In 1913 British 
exports of coal averaged 6,100,000 tons 
per month. During the stoppage of 
German coal mining in 1923 British 
exports rose to an average of 6,600,000 
tons per month but with German 
recovery they fell to an average of 
5,100,000 tons in 1924 and even with 
the aid of the subsidy and at the lower 
prices just given averaged only 4,200,- 
000 tons in 1925. In 1926, the year of 
the prolonged strike, the average was 
only 1,700,000 tons. 

No one who has read the earlier 
chapters of this study willaccuse the 
writer of attributing all the difficulties 
of the British coal industry to the 
policy of raising the pound to par. 
That policy merely complicated an 
acute situation, adding another factor 
to the many already at work. It was 
a serious addition, however. It might 
be argued that in time all prices in 
Great Britain would adjust themselves 
to the new conditions and that the 
miners would be no worse off with 


feos, 


Average British German American 
October-December, 1924... 20.76 19.21 19.79 
January-March, 1925... 20.81 20.06 19.36 
July-September, 1925. 19.44 20.31 18.90 
September-November, 1925............. 18.77 21.25 19.66 


This table shows very clearly the 
price advantage of British coal over 
the German in the summer of 1924. 
With German recovery under the 
Dawes plan export prices were cut, 
giving the Germans an advantage 
during the latter part of 1924. The 
British were ow at a disad- 


so quickly. 


lower wages and lower cost of living 
than they had been with higher wages 
and a higher cost of living. 


Price or Coat CoMPARED TO 
Cost or Livine 

But other prices did not respond 
If data were available it 
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would be interesting to show the trend 
of miners’ wages as compared with 
the miners’ cost of living. Instead 
we can show in parallel columns the 
price of coal per ton at the pit-head 
and the trend of the general cost of 
living in the United Kingdom. The 
coal prices are for Northumberland 
Unscreened and are taken from page 
22 of the Memorandum on Coal, Vol. 
I, already referred to. 
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commodities which do not compete 
so actively in the world market and 
hence responded more slowly. 

It does not follow that one can find 
a similar price trend for all exported 
goods as compared with the general 
price movement for this post-war 
period has in it too many other com- 


plicating factors. However, the in- 
fluence of the return of sterling to 
par appears clearly in the one illustra- 


Price of Coal Cost of Living 

1924, July . 3.58 137 171 

1925, July 3.58 137 


This admirably illustrates what was 
occurring. ‘The price of coal in De- 
cember 1923 was 180 per cent of the 
1913 price and the cost of living was 
171 per cent of the price in July 1914, 
not a very great divergence. The 
price of coal declined by December 
1925 to $3.25 per ton or 123 per cent 
of the 1913 price, but the cost of living 
in the same month was 175, a very 
slight change. Under the circum- 
stances the reluctance of the miners to 
accept a reduction in wages is easily 
understood, especially when it is re- 
membered that wages in that industry 
were unfortunately low even in 1913. 

Coal is one of the most important of 
the British exports, standing second in 
value only to cotton piece goods which 
rank first. Its fall in price with the 
rise of the pound to par was forced 
by its competition with coal from 
other countries. ‘Similarly other ex- 
ported products were promptly driven 
down in price in advance of other 


tion given and is present elsewhere 
although other forces were so powerful. 
Thus tramp shipping freights which in 
February 1920 were 691 per cent 
(1898-1913 average = 100) had already 
fallen to 130 by December 1923 but 
declined still further to 122 by Decem- 
ber 1925 though Board of Trade 
wholesale index number for that date 
was 152.1 and the cost of living index 
was 175. The price of cotton cloth 
(39 inch shirtings) at the end of 1923 
was 258 per cent of the price at the 
end of 1913 but by the end of 1925 
was only 174 per cent although in that 
same period the Board of Trade index 
number had altered only from 163.4 to 
152.1. 

This dislocation of prices was ex- 
tremely serious in its strain on the 
economic life of the country. During 
the rise of prices from 1914 to 1920 
many of the troubles had been due, 


not to the rise, but to the differences in 
the rate of advance. Similarly in the | 
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t-war period difficulties were to be 
attributed not to the fall but to the 
fact that some prices fell more rapidly 
than others. 


ACCUMULATED Apps To 
DIFFICULTIES 


But there was another serious com- 
plication. During the period of high 
prices the government had accumulated 
a debt whose amount was of course 
determined by the huge quantities of 
supplies and services which the govern- 
ment had purchased for military and 
other uses. But the cost to the gov- 
ernment was the product of this 
great volume times the price. A high 
price level meant a high total cost and 
since borrowing rather than taxation 
was resorted to for much of the 
fnancing the consequent debt was 
enormous. So long as prices were 
high the debt service, though burden- 
some, was comparatively easy to carry. 
With tramp shipping freights in Febru- 
ary 1920 at 691 per cent of pre-war 
average the owner of a fleet of vessels 
could pay (say) £100,000 in taxes 
much more readily than in December 
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done, and if all costs had fallen in 
exactly the same proportion as selling 
prices with percentage profits exactly 
the same, the number of dollars, or 
rather pounds of profits would have 
been less. Hence the number of 
pounds a person could pay in taxation 
or the ease with which he could pay it 
was reduced. His tax burdens became 
heavier. 

If the government could have low- 
ered its demands as prices fell the 
strain on the taxpayer would have been 
eased. But government expenditures 
could not and did not decline. From 
£812,500,000 in 1922-23 they actually 
rose to £842,400,000 in 1926-27. It is 
true that part of this was due to the 
coal strike but the strike in turn was 
due at least partly to the fall in prices. 
But even if there had been no strike 
government expenditures could not 
have fallen as rapidly as the price 
level because the debt service was a 
charge expressed in terms of a fixed 
number of monetary units and did not 
alter with the fall in prices. 

This is shown by the accompanying 
table. 


Gross CHARGES FOR INTEREST AND MANAGEMENT OF THE Pusiic Dest or Great Britain : ae 
Gross Debt Charges Board of Trade 
j oath me Amount Index number | Index number of 
£’s (000’s omitted) wholesale prices 


1925 when the shipping freight index 
was only 122. The same was true of 
coal operators, and other taxpayers. 
Even if there had been no decline at 
all in the physical volume of business 


Since some of the figures given do not 
agree with others for debt service in an 
earlier chapter it is well to point out 
that these do not include sinking fund 
charges and do include cost of manage- 
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ment. After 1920-21 the amount 
spent on interest and management of 
the public debt changed but little. 
There was a reduction in 1921-22 and 
again in 1922-23 but in 1925-26 much 
of this gain had been lost. The index 
number for the gross debt charges is 
nearly as high as in 1920-21, while the 
general level of wholesale prices as 
shown in the last column declined 
from 211 to 155. 

As prices rise the burden of fixed 
charges becomes lighter but as prices 
fall it becomes heavier. Consequently 
a debtor finds his problems growing in 
a period of falling prices. The figures 
given make it clear for the government 
but unfortunately the government was 
not the only debtor in England. In 
the period of high prices, local govern- 
ments, corporations and individuals 
assumed debts whose face amount and 
whose carrying charges were deter- 
mined by the price level of the time. 
The note issues and deposit liabilities 
of banks, the face value of bond issues, 
mortgages, notes, floating and un- 
funded debts of corporations and 
individuals—all classes of promissory 
notes were issued in large amounts. 
Some of this was, of course, the reckless 
accumulation of indebtedness by in- 
competents who would in any case 
have failed as prices stabilized. But 
the decline in prices precipitated 
difficulties for many who would other- 
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wise have had no trouble. Bankrupt. 
cies grew and unemployment increased, 
Many concerns (e.g. Vicker’s) have 
deliberately lowered their capitaliza. 
tion, thus writing off huge losses, ap 
advisable but painful step. 

It should be made clear that this 
decline in prices since 1920 was in part 
beyond control but in part the result 
of a deliberate decision to bring the 
pound back to par with the dollar. 
Explanation of the crisis in 1920 need 
not be elaborated here and the reason 
for the return to the gold standard 
will be mentioned later in this chapter, 
We shall next refer to the changes in 
the second group of countries as given 
in our earlier classification but shall 
first insert a short table of wholesale 
index numbers for Great Britain, the 
Netherlands, Sweden and Switzerland, 
showing that these other countries 
underwent comparable experiences, dif- 
fering, of course, in numerous ways 
because of the great variations among 
them. It should be noticed that the 
figures for the United Kingdom are 
for the calendar years whereas in the 
last table they were for fiscal years. 
This explains the differences. 

Reference also should be made 
to Denmark which returned to the 
gold standard in January, 1927, 
and to Norway and Spain whieh 
will perhaps take the same step very 
soon. 


Price Movements tn THE Untrep KinGpom, THE NETHERLANDS, 


SWEDEN AND SWITZERLAND 


Year United Kingdom 
1922. . 158 
1925. . 159 
148 


Netherlands Sweden Switzerland 
100 100 100 (July, 1914) 
292 359 vie 
182 222 191 
160 173 167 
151 163 180 
156 162 174 
155 161 161 
145 149 147 
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We have said that there are three 
kinds of depreciation. The British 
experienced all of them and met the 
situation by reversing the movement. 
British paper money was brought back 
to par with gold, the pound recovered 
parity with the dollar and the move- 
ment of prices has been persistently 
downward. Asa result promises have 
been kept in a very literal fashion in 
gold. The gold standard has been 
restored (subject to certain qualifica- 
tions we need not introduce). 


CONTINUED INFLATION IN GERMANY 

The second group of countries men- 
tioned earlier in the chapter includes 
several countries from which Germany 
will be chosen as an illustration. These 
countries did not check the upward 
movement of prices and the downward 
movement of their currencies in the 
foreign exchange markets of the world. 
Instead they continued inflation until 
the volume of outstanding paper 
money and government bonds became 
too large for redemption on any basis. 
Then all payments were stopped, a new 
wit of currency was introduced and a 
fresh start was made. With the price 
level of 1913 as 100 the average level in 
Germany in 1918 was 217, in 1920 it 
was 1,486. Then it rose to 1,911 in 
1921, to 34,182 in 1922 and to 16,620,- 
000,000,000 in 1923. In November 
1923 a new form of money was intro- 
duced exchanging for the old at the 
ratio of a trillion to one (1,000,000,- 
000,000 :1). 

This procedure had the effect of 
clearing the decks of old obligations. 
Those who had contracted debts when 
prices were low were easily able to 
pay those debts without effort when 
prices were high. This was a boon 
to debtors but creditors found that 
their valued investments had become 
worthless. Deposits in savings banks, 
vernment bonds, paper money, mort- 
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gages—all became valueless. After a 
time many of these obligations were 
recognized or valorized under an 
arrangement whereby a part but a 
part only of the liabilities were as- 
sumed. 

It is impossible to give an accurate 
picture of the distress and strain 
through which the German people 
passed during the period referred to. 
Bankruptcies, unemployment, hunger 
and distress were appalling in the 
winter of 1923-24. Then came a 
revival under the stimulus of foreign 
loans with another relapse in the 
winter of 1925-26 and still another 
a little less serious in the winter of 
1926-27. Recovery has been slow 


and exceedingly difficult but there has” oe 


We are not for the moment concerned 
with many of its aspects or with its 
permanence. Instead we shall ie 
only two points. First is the fact 
that after the collapse in 1923 Ger- 


been a gain. 


many did not have the burden of a _ 


further decline in prices because i 
an effort to deflate her currency. 
The paper money and for the most part _ 
the other debts merely disappeared. | 


paper money has just been giv en for — 
1923. In 1924 it was 187.3 in terms 
of the new money which was at a > 
par with gold. 
The second point for emphasis is 
that with rather minor qualifications | 
there were no debtors left to suffer — 
from a price decline. Internal debts — 
had been wiped out. The obligation 7 
to pay reparations remained in a 


The price level in terms of the i _ 


modified form, but that is an external _ 


matter to be discussed in the next 
chapter. 
railroads and the industries assumed 
the burden of new mortgages. The 


Under the Dawes plan, the 


Reich and many other debtors recog- | 
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of the debts were gone. Creditors 
suffered huge losses but the internal 
financial situation was immensely re- 
lieved. Other and difficult problems 
remain to harass Germany but this one 
at least was largely removed—a very 
different situation from that in England 
just described and that in the other 
countries to be referred to later. 

Since 1924 there have been some 
fluctuations in the price level. For a 
time the trend was upward from the 
137.3 average of 1924 to an average of 
141.8 in 1925. Then there was a 
decline to 131.9 in June 1926 followed 
by a rise to 137.1 in June 1927. There 
is no general downward movement 
comparable to the ones just recorded 
for England, the Netherlands, Sweden 
and Switzerland. Germany has the 
gold standard, as do they, but has 
avoided some of the strain incident to 
its attainment, the process being the 
painful one of taking the drop all at 
once in 1923 and of eliminating most 
of the debts by doing so. 


Srapitiry ATTAINED IN FINLAND AND 
BELGIUM 


A third procedure is illustrated by 
the experiences of Finland and Bel- 
gium. An article by Professor Ohlin in 
this volume (p. 151) describes what was 
done in each of these countries. In 
Finland the upward movement was 
checked and stabilization accomplished 
at the high level. No attempt was 
made to bring the currency back to 
par with gold, nor even a part of the 
way back to parity. Nor was inflation 
allowed to continue to the point where 
repudiation was unavoidable. The cur- 
rency was definitely and we presume 
permanently devaluated at the level 
existing at the time the action was 
taken. Prices were at their highest in 
1921, the index being 1,263 (1913= 
100). There was a fall though a 
moderate one to 1,095 in 1923 but there 
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has been no important change since 
that date. In May 1925 the level was 
1,088. Debts were not repudiated nor 
has there been any aggravation of their 
burden by deflation, by lowering the 
price level. The status quo has been 
maintained. 


Belgium attempted price stabiliza- 
tion in 1924 but was unsuccessful, the | 
level chosen being too high. Control] | 
was lost in 1926 and another attempt 
made at a lower level. In July of | 
that year the wholesale index number 
was 876 (1914=100) and the Belgian 
franc was declining. Strenuous steps 
were taken, some of which were de- 
scribed in the preceding chapter. The 
franc was held at about two and three- 
quarters cents, a new unit, the belga, 
was introduced (one belga=5 frances) 
and prices maintained at the then 
existing level. The index was 836 in 
August 1926, 859 in September and 
was 851 in June, 1927. The fluctua- 
tions are very slight. Apparently 
stability has been attained and without 
inflation and repudiation on the 
hand or deflation on the other. _ 


UNCERTAIN IN FRANCE 
AND ITALY 


In passing to the fourth group the 
critic can be less certain of his ground. 
This is partly because stability has not 
yet been clearly attained and in part 
because so many of the facts are 
matters of dispute. The two countries 
used as illustrations are France and 
Italy. But the supporters of the 
present governments of each of these 
countries are so emphatic in their 
endorsements and constructive critics | 
are so few in number that even facts 
can not be presented with complete 
confidence. Interpretations of these 
facts must accordingly be offered with 
some hesitancy. 

This is particularly true of France. 
The crisis of 1926 was followed by 
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. s accession to power. Since 
then the france (which for a very short 
time was quoted at less than two cents) 
has risen to nearly four cents and has 
been kept there for some months. 
The wholesale price index which was 
936 in July 1926 (1913=100) fell to 
769 in August and to 621 in January 
1927. In March it was 641 but by 
August the quotation was 618. In 
recent months the fluctuations have 
not been very great. Retail prices 
continued for a time to rise but have 
in recent months been quite steady. 

Wholesale prices have undoubtedly 
fallen during the last year. This 
suggests deflation which in its turn 
means a growing burden on all debtor 
groups. ‘The issue, however, is whether 
the price increases of 1926 were main- 
tained long enough for French business 
to have become thoroughly adjusted or 
whether they are to be viewed as quite 
temporary. If the latter then the de- 
cline of the last year is merely a recog- 
nition of the prevailing business level 
and involves no special strain. If the 
former then there has been a real 
deflation and all debts have been 
increased in weight. 

Admitting that this point is at least 
debatable there is the further question: 
Has stability really been attained? 
Three views are held and no answer is 
at present possible. The one most 
often, in fact nearly always given, is 
an emphatic affirmative. A second 
answer is that the franc will rise higher, 
some contending that the government 
has for months found it almost im- 
possible to hold it as low as four cents 
or 124 to the pound sterling. The 
argument is that increased confidence 
in the franc has brought a large flow 
of funds into France. This raises the 
value of the france and the flow has 
been so huge that the tendency is to 
drive it still higher. 

The third answer is that the franc is 


already too high ani must ultimately 
fall to a lower level. A common sug- 
gestion is three and one-third cents or 
150 to the pound. The argument 
is that the rise of the last year has been 
due to an inward movement of funds 
that is embarrassing but temporary; 
that it ceased early in the summer of 
1927; that many of the funds have 
come for speculation not for investment 
and at any rate have not been invested; 
that the government is the possessor 
of a huge supply of foreign exchange 
but that its acquisition has created a 
new and menacing situation that may 
cause trouble at any time. The dan- 
ger lies in the fact that in return for 
this exchange the government has 
been compelled to issue francs thus 
keeping the volume of outstanding 
notes and deposits of the Bank of 
France at a high level in spite of the 
fact that the government has reduced 
its liabilities to the bank from 36,650,- 
000,000 francs on September 30, 1926, 
to 24,400,000,000 on September 29, 
1927. Notes outstanding and private 
deposits were 64,589,000,000 on the 
latter date although only 57,895,000,- 
000 on the earlier one. 


Funps SHort Time INVESTMENTS 


The billion dollars or so of foreign 
funds said to be in the possession 
of the government have not been 
given to the government but are 
deposited by the banks for the 2 per 
cent interest which is paid for such 
funds. It is argued that this total 
whose amount is not announced con- 
stitutes in effect a new floating debt. 
There is in France a large supply of 
funds for short time investment and an 
unwillingness on the part of investors 
to put chem into securities running for 
a long time. Moreover business is 
slack. If it improves the banks can 
use their funds to better advantage 
and will withdraw them thus creating 
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embarrassment for the government. 
If on the other hand depression con- 
tinues or if confidence in the franc 
should weaken the withdrawals would 
be made rapidly for transfer abroad, a 
move that would hasten the franc’s 
fall. 

There are too many uncertainties 
in the present situation to warrant 
any positive forecasts. The franc is 
not so firmly stabilized as to give the 
observer complete confidence, nor in 
so dangerous a position as to permit 
a forecast of certain disaster. What 
has been pointed out clearly warrants 
one in placing French finances in the 
doubtful class. 

The situation in Italy is less difficult 
to understand. In the preceding chap- 
ter (p. 57) a table was given showing 
that the public debt of Italy on June 
30, 1925 when reduced to the pre-war 
price level was only 84.4 per cent of 
the public debt on June 30, 1914 
and that the debt service correspond- 
ingly reduced was only 121.7 per cent 
of the pre-war debt service. This 
appears to be a light burden but there 
are two points to be remembered. 
First, the pre-war public debt of 
Italy was very large and second, Italy 
is a very poor country. Policies that 
might bring heavy but endurable 
burdens in a wealthy country may be 
disastrous for a poorer one. 

For a long time after the war prices 
rose in Italy. There was a high level 
attained during 1920 with a decline for 
a time thereafter. Then the upward 
movement was resumed, reaching a 
high point of 691 in August 1926. 
Since then the movement has been 
downward to 587 in May, 1927. This 
has been brought about with the aid of 
heavy foreign loans which raised the 
foreign value of the lira from less than 
three and one-third cents to about five 
and one-half cents. The government 
started a vigorous policy of deflation 
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which is still being followed as this js 
written (August, 1927). 

Reference has been made to the 
disastrous effects of deflation and Italy 
is experiencing them. Business failures 
have increased. In May last there 
were over 275,000 registered workers 
who were wholly or partially unem- 
ployed. Savings deposits are being 
reduced. Both imports and exports 
are declining. There are numerous 
signs of strain and what is ranked as an 
improvement has been brought about 
by the use of borrowed funds. 

Italy is a poor country with a large 
and rapidly growing population whose 
standard of living is low. She lacks 
coal and the development of water 
power has thus far not reduced the 
volume of coal imports. Her industries 
fostered by tariffs do not rest on a firm 
base. They must import their fuel 
and most of their raw materials and in 
time of war with a maritime foe can 
easily be cut off from both as well as 
from supplies of imported food. - 


DEFLATION INCREASES BURDEN 


Under such circumstances deflation 
is adding unnecessary and unwise 
burdens to a country already straining 
under a heavy load. The value of the 
lira in dollars has risen recently from 
about three and one-third cents to 
five and one-half cents, a gain of 66% 
per cent. Prices in Italy have fallen 
to correspond with the result that the 
effective burden of the debt service 
(on the internal or domestic public 
debt) has risen. In 1925-26, as just 
noted, it was only 121.7 per cent of the 
pre-war debt service. If the new price 
level is maintained the burden will be 
147 per cent of that in 1913 and the 
weight of other internal debts (munic- 
ipal, corporate, etc.) will be correspond- 
ingly increased. If the strain proves 
too great, as many observers fear, if 
the lira has risen largely with the aid 
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of heavy foreign loans, there may be 
alater collapse as there was in Belgium 
when an attempt was made to stabilize 
the Belgian franc at too high a level. 
And when a collapse comes there is 
always the strong possibility that the 
downward movement of the currency 
can not be checked. Only the most 
extraordinary efforts in Belgium and 
France stopped the fall in the summer 
of 1926. 

This review of the policies followed 
by the different countries named has 
shown some of the strain that has been 
endured and some of the consequences 
of the extreme fluctuation of the 
currency. One other point calls for 
slight elaboration. When the inflation 
occurs in a given country, say Ger- 
many, the value of the currency falls 
in the world’s money markets. More- 
over it usually falls more rapidly in 
those markets than prices rise at home. 
In other words the external deprecia- 
tion of the mark in terms of other 
money, ¢.g. the dollar, was always 
leading the internal depreciation, 7.e. 
the depreciation in terms of com- 
modities. Under such circumstances 
it pays foreigners to purchase marks 
with dollars, pounds, etc., at the 
prevailing low rate and buy goods 
within Germany before prices there 
have risen enough to eliminate this 
temporary advantage. German goods 
thus purchased at a low price can be 
sold abroad at a lower price than the 
goods of other countries whose cur- 
rencies are stable. Just so long as the 
depreciation continues exports from 
the country are encouraged. Their 
sale in other countries under such 
conditions is called exchange dumping 
and usually provokes legislation de- 
signed to prevent it. 


Hicu Prices STIMULATE BUSINESS 


Another effect of the rise in prices 
not yet emphasized is the feverish 
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stimulus it gives to business. In 
Germany in 1922 and 1923 prices were 
rising rapidly. A manufacturer might 
find the sale price of his product 
doubling, say in a month. He pur- 
chased raw materials on a certain date 
at an agreed price, borrowing the 
needed funds from his bank. He 
also employed labor at an agreed 
wage. By the time the goods were 
manufactured and sold the higher 
price brought him a return that made 
payment of wages and repayment at 
the bank a trifling matter. As prices 
rose the workers lost since wages 
could not ordinarily be adjusted with 
sufficient rapidity to offset the higher 
cost of living. Creditors lost also but 
the borrowers gained. 

When depreciation was checked the 
manufacturer lost these advantages. 
His costs which had been light suddenly 
became heavy. Wages and interest 
were a serious burden, not a trifling 
one. With a stabilized currency heavy 
foreign purchases for sales abroad fell 
off, i.e. exchange dumping ceased. 
For the same reasons imports which 
tended to remain low during the 
depreciation period, now increased, 
perhaps competing with his own prod- 
uct and adding to his difficulties. 
Under such circumstances he was in 
many cases compelled to discharge 
workers or at best put them on part 
time. Many business men failed and 
bankruptcies grew. Hundreds of plants 
entirely ceased operations. Such was 
the Germany of 1923-24 and such is 
Italy, though to a less serious degree, 
in 1927. 

With all of these troubles a student 
may well wonder at the reasons for 
these ups and downs. One cause of 
inflation has already been emphasized. 
The deficits in government budgets 
which led governments to borrow 


from the banks added to the volume 
of currency and raised prices. 
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other was the stimulus to business 
which led many business men to dread 
stabilization or even actively to oppose 
it. Then also the momentum of such 
a movement is hard to check. 

But. these reasons for continuing 
inflation are not an explanation of the 
deflation movements to which this 
chapter has given considerable at- 
tention. In England, Italy and many 
others, perhaps including France, there 
has been enough public opinion in 
favor of deflation to secure its adoption 
as a definite policy in spite of the 
additional burdens it imposes. It 
seems to have been a distinct dis- 
advantage to industrialists everywhere 
and to some extent they opposed it, 
favoring stabilization rather than de- 
flation or often urging more inflation. 


Four Reasons FoR DEFLATION 


There seem to have been at least 
four reasons why the deflation policy 
has frequently prevailed in spite of the 
hardships it imposed. Which was 
most important the writer does not 
claim to know. First is the pride of 
the people of each country in its 
currency. At one time during the 
war the currency of the United States 
was slightly depreciated in terms of 
the currencies of certain other coun- 
tries, all of them small. It was a 
matter of rather slight importance and 
in no sense a reason for embarrassment 
or humiliation but many Americans 
resented it very strongly. Their pride 
was touched. What was so slightly 
the case with us has been far more 
true in England, Germany, France, 
Italy and elsewhere. National pride 
resented a depreciated pound, lira or 
franc. 

A second influence is that of the 
rentier class—the owners of bonds, 
mortgages and other securities pay- 
able, not in gold but in the national 
currency. For them a policy of defla- 
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tion, of falling prices, meant a distinet 
gain. Their securities were enhanced 
in value. 

Third is the general belief that 
return to or at least toward gold pay- 
ments on the old basis is financially 
honest. In the United States we laud 
the policies of Alexander Hamilton 
and are proud of the resumption of 
specie payments in 1879. To bring 
depreciated currency back to par 
seems tobe an evidence of national 
integrity. Mixed with this idea js 
the other one that inflation of the 
currency has worked hardships which 
will be corrected by reversing the 
process. A little thought shows that 
very few of these wrongs are righted 
by deflation and that new and more 
serious complications are created, but 
the other opinion is the more dominant. 

Finally may be mentioned the great 
importance of a return to the gold 
standard. There have been two schools 
of thought on this policy. One group 
has favored what is called a “‘managed 
currency” even if divorced completely 
from the gold standard, arguing that 
the losses from deflation are too high 
a price to pay for any advantages a 
gold standard may afford. Applied 
to England this would have meant the 
maintenance of steady prices within 
England even though the foreign 
exchanges fluctuated. 


INCREASING TREND TOWARD THE 
GOLD STANDARD 


The recital of this chapter has 
shown that the policy of a “managed 
currency” has not outwardly been 
adopted. Instead there has been a 
return to the gold standard by many 
countries and those not yet definitely 
on a gold basis are working their way 
toward it. Methods have differed but 
the trend is everywhere the same. 
In many countries there exists a very 
considerable amount of currency man- 
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_ difficulties within each country. 


but is nominally in 
many particulars adherence to gold. 
This brings the discussion back to 
an earlier statement, that some of the 
price movements have been largely 
beyond control while some have been 
the result of deliberately adopted 
policies. Most of our attention has 
heen given to the latter but the former 
should now be explained. The United 
States is the one large country that 
has been definitely on the gold basis 
since just after the close of the war. 
Gold has been imported in huge 
quantities year after year, an influence 
which would be expected to drive prices 
up. Yet the level of commodity 
prices has remained fairly steady, the 
movement actually being just a little 
downward. 


NTERNATIONAL INDEBTEDNESS 


To this point in our analysis atten- 
tion has been given largely, though not 
entirely, to internal conditions—to 
This 
has, of course, not been literally pos- 
sible and has been more a matter of 
emphasis than of complete distinction. 
In the twentieth century no country’s 
internal affairs can be studied without 
reference to its outside relations yet 
a systematic analysis compels some 
sort of a division of the subject matter. 
Next for consideration are the financial 


relations between the countries of 
Europe and with the non-European 
world, especially with the United 
States. 


Staces oF Economic DEVELOPMENT 


It is customary to think of a country 
as passing through stages of economic 
development from infancy to maturity. 
First is a period during which the 


not be overlooked in any 


CHAPTER VII 


There are several athlete for 
this unusual situation but a single 
observation must suffice. It may be, 
as many fear, that a revival of trade 
will result in the withdrawal of gold 
from the United States in amounts 
large enough to lower our price level 
but not sufficient to meet the demand 
for it elsewhere. If this is true, the 
trend of world prices, even under 
the gold standard, may be downward, 
the movement being similar to that 
from 1873 to 1896. This would add 
to the strain on debtors everywhere 
and unless offset by other influences 
would be a factor not only important but 
even dangerous. ‘This downward move- 
ment may not occur or if it does may 7 
neutralized by some other force but it 


youthful region hastens its growth ae : 
borrowing from abroad. With large 
areas of natural resources but a short- fl 
age of capital, productivity is slight. 
But productivity can be hastened if 
funds are borrowed elsewhere as was _ - 
done by the United States until the _ a 
middle or latter part of the nineteen 
century. This borrowing involves a _ 
heavy unfavorable balance of trade, 
an excess of imports over exports, and © 
the sale abroad of bonds, stocks and _ 
mortgages. 
The second stage comes when in- — 
ternal development has made con- 
siderable advances and borrowing 
abroad has slackened. Interest and 


loans are by this time calling for pond] 
large amounts that the value of the 
exported goods is greater than that of _ 
the imports. 

A third period is one of maturity. a 
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‘Internal development creates a pro- 


ductivity so great that interest on old 
foreign loans is easily met and the 
young country now matured is able to 
begin lending to others, a trend which 
swells exports still more. Finally these 
investments abroad become so large 
that the annual interest and dividend 
payments create an excess of imports. 
The country, now fully matured, or 
perhaps in its ripe old age, is in a 
position to live on the income from its 
investments. It has passed into the 
rentier class. 

Such a description is a little fanciful 
and the facts do not always agree. 
Probably it is an outgrowth of the 
tendency to treat social phenomena 
too much in terms of biological devel- 
opment. Yet it is suggestive. Many 
of the countries of Western Europe in 
the earlier years of the twentieth 
century seemed to have reached the 
final stage of growth. They were 
clearly creditors rather than debtors. 
Most of them had heavy import 
balances of trade although it would 
not be easy to show that they were 
living off the incomes received from 
their foreign investments. Instead they 
were continuing to make loans in 
other parts of the world, adding each 
year to their holdings of foreign 
securities. 

The total of these holdings has been 
estimated at some forty billion dollars, 
one-half of which were in the hands of 
the people of England. It should be 
understood that, with minor excep- 
tions, the owners of these securities 
were private individuals and corpora- 
tions, not governments. At present 
certain governments of Europe, as 
well as the government of the United 
States, own promissory notes of other 
governments amounting to many bil- 
lions of dollars, but this is a develop- 
ment of the war and post-war period. 

_ Emphasis should be placed on certain 
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phases of this situation. As just 
observed the owners of these obliga. 
tions, the creditors, were chiefly private 
individuals, not governments. Second, 
the purchase of these securities had 
gone on over many decades. It had 
been a gradual, not a sudden develop. 
ment. Industry and commerce had 
not been called upon to make sudden or 
violent adjustments. Third, there was 
little occasion for controversy over the 
origin of these debts or over the justice 
of the claims. Finally, the twenty 
years preceding the war had been a 
period of rising prices during which 
debtors were finding it relatively easy 
to pay their obligations. 

All this is changed. The general 
relationship between debtor and cred. 
itor areas has suddenly altered. Many 
of the new obligations are owned by 
governments, who have acquired them 
within the last twelve or thirteen years. 
They are an outgrowth of the war. 
Their size is in part due to the fact 
that they originated in a period of 
very high prices and that prices have 
since declined thus adding greatly to 
the burden of payment. 

Our survey of Europe is distinctly an 
economic one with no more reference 
to political, moral or other non- 
economic issues than are made com- 
pulsory by the nature of the case, 
This does not mean that the economic 
phases of any problem can be divorced 
from its other elements, but is merely 
a desire to isolate economic considera- 
tions with a view to indicating the 
limits within which action must be 
taken if it is to be effective. In the 
long run, ethical and political views, or 
at least behavior, often must be modi- 
fied and be made to fit the economic 
realities. 


POLITICAL AND COMMERCIAL Depts 


There are two groups of debts—the 
political and the commercial. For 


| 
=. 
tak 
of 
= mu 
is 
side 
d 
tho 
arg 
‘ 
fusi 
¥ | 
thr 
— 
Co 

Cor 
for 
— Bey 


| 


a 


some purposes they cannot and must 
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not be discussed separately. Thus, 
as will be argued shortly, the political 
debts due to the United States govern- 
ment are not large enough for the 
receipt of payments to be much of a 
strain on the creditor, or even on 
many of the debtors. But when 
taken in connection with the even 
larger amount of commercial debts, 
the total becomes a much more im- 
portant item for both debtors and 
creditors. Consequently no discussion 
of one can ignore the other. They 
must be considered together as a 
combined problem. Yet when solu- 
tions are proposed there may be oc- 
casion to separate them, according 
different treatment to each group. 

First to be considered are the 
political debts, the obligations of some 
governments to other governments 
originating in connection with the 
great war. About them a wealth of 
discussion has occurred. The con- 
siderations advanced have been legal, 
moral and economic. The writer has 
no legal qualifications, but it has 
seemed to him as a layman that the 
legality of the various claims has been 
thoroughly established. The moral 
arguments, however, are both be- 
wildering and contradictory. Even 
the economic pros and cons are con- 
fusing, but from them at least a few 
conclusions may be drawn. We shall 
not discuss the moral issues. 

These debts may be considered in 
three groups of which the first is the 
reparations claims against the defeated 
European belligerents, Austria, Bul- 
garia and Germany. In 1923, in 
order to make possible the issue of a 
reconstruction loan, the Reparation 
Commission assented to a moratorium 
on reparation charges against Austria, 
for a period of twenty years. This 
takes the payments out of the realm 
of current economic problems. The 
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charges against Bulgaria to cover 
reparations and the cost of armies of 
occupation aggregate at the present 
7,000,000 gold francs a year. This is 
only $1,400,000 per annum, although 
the amount increases later. It is not 
large enough to create any problem 
for the countries receiving it and prob- 
ably is not a serious matter for Bul- 
garia, though on this point the writer 
is by no means sure. 

German reparations have been for 
years a matter of acute controversy. 
So much has been said regarding the 
issue and its history has been given so 
many times and in such detail that 
only the barest summary is needed 
here. The totals at first proposed were 
fantastic, and even the figures set in 
May, 1921, to which Germany was 
compelled to agree were impossibly 
large. The principal sum was 132,- 
000,000,000 gold marks ($33,000,000,- 
000) and an attempt was made to begin 
collections immediately, at the rate of 
3,000,000,000 gold marks ($750,000,- 
000) per year. After a few months 
these payments were reduced and with 
the attempted use of force by the 
invasion of the Ruhr they ceased until 
in the fall of 1924, when they were 
resumed under the provisions of the 
Dawes plan. These provisions call for 
a schedule of payments which started 
at 1,000,000,000 gold marks and rises 
to 2,500,000,000 gold marks per annum 
in 1928-29 and thereafter, plus such 
extra sums as may be determined 
by an index of German prosperity 
which is described in the Plan. 

The second group of political debts 
includes the sums due from various 
European governments to other gov- 
ernments, not, however, including the 
amounts due to the government of 
the United States. These originated 
chiefly during the war and in the early 
post-war years. Among the most im- 
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to France (as of / April 30, 1925) from 
sixteen different governments in return 
for monetary advances and grants of 
material, the largest single item being 
6,411,000,000 francs due from the old 
Russian Empire. The Pritish govern- 
ment has claims against other govern- 
ments (as of March 31, 1626) amount- 
ing to £1,991,888,000. All are classed 
as war loans. ‘lhe largest group is 
designated as “ Allies, etc., War Debts,” 
and totals £1,823,911,000. 

A third class of political debts is the 
amount due the United States from 
thirteen European countries. Debt 
funding agreements have been arranged 
and ratified (excepting the one with 
France) providing for annual payments 
from each of the debtor governments 
during a period of sixty-two years. 
These payments total at present about 
$215,000,000 per annum and increase 
gradually, attaining toward the end 
of the period an aggregate of about 
426,000,000 per annum. 

To the political debts there has been 
added a large volume of so-called 
commercial debts. Some of these 
are the obligations of governments 
both central and local, others are 
the debts of priv ate corporations. 


Foreicn Loans 
(In millions of reichsmarks) 


privately arranged credits of a mis- 
cellaneous sort whose amounts cannot 
be ascertained. Only very crude state- 
ments can be presented, which at the 
best are extremely unsatisfactory. 


European Bonp Issues Orrerep 
ABROAD 


Still another complication is the fact 
that some of these European bond 
issues publicly offered abroad, say in 
New York and London, have been 
privately purchased by Europeans. 
The most outstanding illustration of 
this is to be found with some of the 
German bond issues. Issues of Ger- 
man bonds are subject to a Reich 
income tax of 10 per cent, but for a 
time a tax preference was allowed on 
German issues floated abroad. So 
long as this existed many issues, though 
offered in foreign markets, were pur- 
chased in part by Germans. 

Numerous other difficulties prevent 
any accurate statement of totals. 
One compilation for Germany may, 
however, be presented. It is that of 
Mr. S. Parker Gilbert, Agent General 
for Reparation Payments. He states 
in his various reports that loans have 
been floated abroad as follows: 


January 1 
° 1925 1926 to April 30, Totals 
1927 

Loans of the States. . 138 .6 295 .7 434.3 

Provincial or municipal loans. as 256 .0 168 .0 424.0 
Loans of public and semi- Public under- 

takings. . 364.5 414.2 29.4 808.1 

Loans of priv ate enterprises. Fes ds 470.7 765.1 63.0 1,298.8 

Loans of various church organizations. . 25.1 47.1 1.3 73.5 

1,690.1 93.7 3,038 .7 


Some are in the form of public issues 
and their amounts are a matter of 
record, easily Others are 


accessible. 


foreign borrowing is now 
America a recent estimate of the total of 
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Since a very large percentage of this 
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INTERNATIONAL 


American private investments abroad 
is helpful. It has been published by 
the Foreign Policy Association and is 
credited to Mr. Max Winkler, Vice 
President of Bertron, Griscom and 
Company. At the end of 1926 he finds 
that Americans held foreign securities 
as follows: 


Europe. $3,596,700,000 
3,557,600,000 
Cuba. . . 1,508,700,000 
Mexico . 1,074,600 ,000 
Central America . 205,200,000 
South America.............. 1,973,300,000 

China, and the dened 
713,500,000 
225,000,000 
$12,854,600,000 


These amounts are in addition to 
those due from foreign governments 
to the government of the United 
States. 


FoREIGN Private Dests 


That a complete statement of the 
foreign private debts is impossible 
may surprise the reader. But it is not 
hard to understand the difficulty of 
locating and assembling the facts when 
they are so numerous, so many of them 
not matters of public record, and some 
deliberately hidden. Perhaps it is 
harder to realize that an accurate 
tabulation of public debts is also not 
practicable, but such is the case. 
Several of the difficulties may be 
mentioned. One is that these debts 
are usually, though not alw ays, prom- 
ises to pay in foreign currencies or in 
gold, and the conversion of these to a 
common denominator is not easy. 
An illustration is the foreign debt of 
the Bulgarian government on March 
$1, 1926. It included at least one 
loan issued in 1892 with others in 
1902, 1904, 1907, 1909 and later. In 
the aggregate the claims amounted to 
772,300,000 francs, 97,500,000 marks 
and 672,600,000 gold franes. A gold 


INDEBTEDNESS 


franc is a definite amount, but “marks 
for a time fluctuated widely and 
“frances” have also been erratic within 
narrower limits. Since the Bulgarian 
leva also has not been stable the 
expression of these combined obliga- 
tions in any unit at all would have 
meaning only for the day on which 
the calculation was made and even 
then would have to be interpreted 
carefully. 

Another obstacle is that there have 
been frequent recent adjustments of 
these debts, many in the form of 
annuities. These annual payments 
vary from year to year. They may be 
capitalized and their present worth 
stated, but even this involves the 
assumption of some rate of interest 
which is sure to be debatable. Of 
course, the real burden is the series of 
annual payments through a period of 
time, but in many cases the aggregate 
of these interest payments is not 
available. 

Finally is the difficulty that many of 
the countries do not include in their 
statements the so-called “political” 
debts. The accompanying table should 
accordingly be read with many reserva- 
tions. It does not include all of the 
countries. The date for which each 
statement is true is given. Except as 
indicated all foreign government debts 
are included. 

It should be emphasized that for the 
reasons given the figures of this table 
are not exact. It must be noted also 
that a “foreign” debt is one issued in 
a foreign currency and in a foreign 
market. It may, however, be owned 
by a national of the issuing government 
residing at home, and payment of 
interest and repayment of principal 
at a future date may not be a drain 
on the country. On the other hand, 
some of the domestic debt may be and 
frequently is held abroad. 


Enough has been given to warrant 
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Foreren Dests or GovERNMENTS 


Amount 


Country Date 

Czechoslovakia............ December 31, 1926 
Denmark....... ..|March 31, 1925 
Finland... . December 31, 1925 
France. ..... _|March $1, 1926 
March $1, 1927 


Great Britain.............. 


70,433,000 schillings 
13,925,000,000 francs (Belgian) 
772,300,000 francs (French) 
97,500,000 marks 
672,600,000 gold frances 
10,896,000,000 koruna 
541,300,000 krone 
1,714,000,000 markka 
180,000,000,000 francs 
911,200,000 marks 
1,110,800,000 pounds 


March 31, 1926 


Greece . .|Statement not feasible 
Italy .|Statement not feasible 
Netherlands. . .|Little or none held abroad 
.|June 30, 1925 
Portugal..................|December 31, 1995 
Roumania'........ .|January 1, 1926 

Spain .. 30, 1925 

Sweden. ... .|December 31, 1925 
Aa Little held abroad 


821,500,000 krone 
6,039,120,000 escudos (approximate) 


570,000,000 francs 
| 


41,100,000 lire 
917,600,000 pesetas 
339,100,000 krona 


£158,700,000; French francs 1,091,500,000__ lire 


and Norwegian crowns. 


us in placing stress on the size of these 
debts. The amounts are in several 
cases too small, as the statements of 
some of the countries do not include 
the “political” debts. The foreign 
debts are usually, though not always, 
promises to pay specified amounts of 
foreign money, e.g., dollars, and in 
most instances given in this table the 
foreign currencies have been converted 
into the domestic currency at the rate 
of exchange prevailing on the date 
indicated. 

The size of the principal amount of 
a debt is, of course, not so important 
as the annual payments that must be 
made as interest and for amortization. 
But, unfortunately, the amount of 
these annual payments are not avail- 
able. The table given above (p. 57) 
shows the expenditures by a number of 


1 Roumania’s foreign debt as given does not include a large number of items. 
a part, of the amounts that should be included are for relief credits and debts to the Allies as follows: 


73,900,000; Swiss francs 5,800,000; Belgian francs 9,500,000; smaller amounts in Swedish, Danish 


36,500,000 pounds 
A part, but only 


120,300,000; $36,800,000; Czechoslovak crowns 


governments for debt service but does 
not separate the charges on the external 
or foreign debt from that on the 
domestic. Moreover, in connection 
with the problem at hand, it is im- 
portant to know not merely the amount 
due on the public foreign debt but 
also that due on private foreign debts, 
and in only a few cases has much | 
information been gathered on_ this 
point. 

In the discussion of domestic debts 
it was pointed out that they are 
within certain limits not a drain on 
the country, because whatever is due | 
in debt service is both collected and 
disbursed within the country. It was 
further urged, however, that even so 
the strain on the government budget 
and on the various social groups may 
be very serious when the amounts 
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involved are large. Some of the 
consequences of this strain and the 
ways in which relief has been secured 
are indicated. 

These forms of relief are, for the most 
part, not available in connection with 
the debts now under consideration. 
Most of them are promises to pay 
specified sums in foreign currency, 
often with the specific stipulation that 
payments must be in gold and made in 
the borrowing country. Inflation of 
the domestic paper currency will con- 
sequently bring no relief. It will 
instead make the external gold pay- 
ments more difficult because the in- 
ternal disorganization under inflation 
hinders collection of taxes and in the 
long run may retard national pro- 
ductivity. Deflation of domestic paper 
currency will not add to the burden of 
this external gold debt, but the business 
disorganization accompanying deflation 
will add to the complications. Re- 
pudiation is, of course, a possibility, 
but is an even more serious step in 
international affairs than in domestic. 
Only a rise in the gold price level can 
give relief and the trend of gold prices 
is now down rather than up. This 
trend, as already shown, is adding 
definitely to the burdens of all debtors. 


PROBLEMS CREATED BY FOREIGN 
DeEsts 


The foreign debts create two prob- 
lems. One is similar to that for 
domestic debts—the collection by the 
debtor of money with which to meet 
the payments as they fall due. On 
governments debts this means either 
selling state property or levying taxes 
or borrowing. ‘The first method is of 
somewhat limited application, although 
the Belgian government has met an 
important part of its problems by 
surrendering at least partially the 
ownership of its railways. Borrowing 
to pay debts is, of course, merely 


postponing difficulties unless the en- | 


larged debts are later repudiated. 
Taxation in some form must be the 
chief means used. 

Private corporations that borrow 
abroad have a similar problem, that of 
raising the funds with which to pay 
interest and repay principal. In this 
case the money must come out of the 
receipts of the business. Governments 
must balance their budgets by bringing 
receipts, chiefly taxes, up to the 
necessary expenditures. Private debt- 
ors must likewise make their budgets 
balance. Both have a budget problem. 

But this is only the first step. In 
some cases it is harder than the second, 
but in many instances it is easier. 
Not only must the funds be raised 
locally but they must then be paid to 
the creditors or bondholders. If these 
creditors live in the same country, or if 
the payment may be settled by the 
delivery of the local money—marks, 
lire or francs—the procedure is simple. 
But if the bondholder lives in another 
country, say the United States, and the 
debt is payable only in the money of 
that other country, say dollars, there 
is a new complication—that of the 
foreign exchanges. 


Tue Wortp Is Not ENTIRELY AN 


Economic WHOLE 


It is often said that the world is an 
economic whole, but in some par- 
ticulars it is still divided into parts. 
As yet each country uses its own 
money. Germany may be used as an 
illustration. If a German corporation 
in the year 1927 owes American bond- 
holders $100,000 as interest the cor- 
poration must first set aside the 
proper amount in German money. 
This is about 400,000 marks. Then 
the corporation must find some way 
of exchanging its 400,000 marks for a 
draft on New York for $100,000. The 
procedure is to buy such a draft from a 
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German bank paying the current price 
which is now at the rate of about 24 
cents for each mark. 

The ability of the German banks to 
sell such drafts depends on the size 
of their deposits in New York banks 
and these in turn depend on two main 
sources of supply. If German ex- 
porters have sold products abroad, 
especially in the United States, they 
have been paid with dollar drafts on 
New York and will have deposited 
or sold these dollar drafts at German 
banks. Or if Germans—individuals, 
corporations or governments— have bor- 
rowed in the United States the funds 
have been accumulated in New York 
banks and drafts drawn against these 
accounts sold to German banks. Since 
there is in the long run a limit some- 
where to the amount that may be 
borrowed, we are thrown back ulti- 
mately on the exports for our supply 
of drafts or exchange. 

But German debtors are not the only 
parties desiring to buy drafts on New 
York. Importers of goods into Ger- 
many must pay for what they buy 
and they also go to the banks to 
purchase drafts, and the question 
then becomes one of the amount by 
which the supply of this exchange 
(which originates chiefly in German 
exports) exceeds the demand for it 
from German imports. In other words 
it is a question of the trade balance. 
Other items known as “invisible”’ are 
highly important and are becoming 
more so, but we shall notice first the 
trade balances and then take these 
invisible items into account by ex- 
amining for several countries what is 
called the “balance of payments.” 

Before giving these foreign trade 
figures the problems may be sum- 
marized. European countries have 
for the most part reached economic 
maturity. Before the war they were 
lending countries, adding each year 
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to their holdings of foreign securities, 
The war left many of them debtors to 
each other and to the United States, 
the chief exception being England, 
whose foreign investments were, how- 
ever, reduced during the war leaving 
her less a creditor than before but stil] 
a creditor. Since the war ended this 
indebtedness abroad has been in- 
creased rather than reduced. 

Can these older countries with their 


densely settled areas, with their com- 
plex organizations and with their 
resources so fully developed meet 
these obligations, or meet them without 
serious strain? Is their productivity 
adequate? Are their domestic prob- 
lems, some of which we described in 
this study, so acute as to complicate 
payments? Even if payment is de- 
monstrable on paper as an economic 
possibility, will popular opinion ade- 
quately support a policy of payment? 
These are only a few of the aspects of 
the large question of these debts. 

While totals cannot be given there is 
a suggestion of them in the volume of 
American investments in Europe (p. 
79) and in the fact that so many new 
European issues are being offered for 
sale in the New York market. There 
were $93,615,000 of this sort during 
the quiet third quarter of 1927 and the 
month of October is showing a large 
gain in the offerings. 


European Countries Not Payne 

A considerable growth of the foreign 
debts of new, undeveloped countries 
might be a matter of slight concern, 
especially if the increase was a slow 
one. ‘The foreign debts of Europe 
are large and have appeared in a 
short period of time. ‘There are ac- 
cordingly two questions: First, is the 
amount unduly large to be paid even 
with adequate time for adjustments? 
Second, have they accumulated so 
rapidly that the economic life of 
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Europe cannot readily adapt itself 
to the new situation? The answer to 
the first is not at all easy and is per- 
haps impossible at present. The an- 
swer to the second is that adjustments 
to date are not being made. With 
one exception the large European 
countries are not paying what they 
owe and most of them are continuing 
toborrow. ‘The single exception,Great 
Britain, is finding its payments ex- 
tremely difficult. What any or all of 
these countries might do under other 
conditions cannot readily be deter- 
mined. What they have been doing 
up to the present is easier to ascertain. 

First to be noticed are the imports 
and exports. If payments were being 
made there would presumably be 
an increase in exports or a decline in 


y Imports AND Exports or CounTRIES 
(Monthly average—000’s omitted) 


Austria (Schillings) 


imports. As just pointed out external 
payments must be made _ primarily 
with exported commodities. 

Careless examination of these tables 
and hurried conclusions from them 
would be unfair. During the war and 
for several years thereafter no one 
could expect an export balance of 
trade. The countries of Europe were 
concentrating their attention on win- 
ning the fight, and after the war ended 
a long time was needed to dispose of 
the immediate difficulties and restore 
peace conditions. Accordingly the 
large excess of imports prior to 1920 
need not be a matter of comment. 
Nor should there be any surprise at the 
general decline of both imports and 
exports in 1921 following the crisis 
of 1920. 


Imports Exports Balance 
1923. . 230,438 134,631 | — 95,807 
as 225,287 148,253 | — 77,034 
Belgium (Francs) 
Imports Exports Balance 
1920. . 1,077,973 737,675 | — $40,398 
1922. . 767,310 517,508 | — 249,802 
1923. . 1,099,347 807,718 | — 291,629 
1924... 1,463,963 1,156,740 | — 307,223 
1,912,265 1,619,720 | — 292,545 


> 
les, 
es, | 
nd, 
; 
ing 
till 
his | 
in- 
eir 
eir 
et | 
ity 
it? 
ts. a 
‘is | 
of 
— 
re 
1g 
ne 
ty 
n, 
; 
a x 


‘THe ANNALS OF THE AMERICAN ACADEMY 


Imports AND Exports or European CountTRIES 
(Monthly average—000’s omitted) 


France (Francs) 
Imports Exports Balance 
1920. . 4,158,741 2,241,245 | — 1,917,496 
1921. . 1,896,268 1,647,709 | — 248,559 
1922. . 2,022,922 1,781,579 | — 241,343 
1924... 3,327,334 | 3,455,697 | + 128,363 
1926 . 4,959,560 4,961,221 | + 1,661 
Germany (Marks) 
Imports Exports Balance 
1919. . 2,698,000 838,083 | — 1,859,917 
1920... 8,256,417 5,785,100 | — 2,471,317 
1921. . 9,815,963 | 8,299,713 | — 1,516,250 
1922. . 516,700 330,833 | — 185,867 
1923... 512,477 508,527 | — 3,950 
1924... 756,901 545,970 | — 210,930 
1,030,171 733,190 | — 296,981 
833,527 817,757 | — 15,770 
1987 (seven months)..................... 1,144,951 803,054 | — $41,897 
Italy (Lire) 
Imports Exports Balance 
303,803 209,303 | — 94,500 
1918. 1,336,556 278,726 | — 1,057,830 
shh 1,385,278 505,479 | — 879,799 
1920. . 2,235,135 981,177 | — 1,253,958 
1925. . 2,183,373 1,522,855 | — 660,518 
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Imports AND Exports oF European Countries| 


ae 


(Monthly average—000's omitted) 
Poland (Zloty) 
Imports Exports Balance 
1924. 123,184 105,488 | — 17,696 
1927 (seven months).............. 235,493 202,713 | — $2,780 
Russia 
Imports Exports Balance 
17,700 1,683 | — 16,017 
United Kingdom (£) 
Imports Exports Balance 
1916 70,912 42,190 | — 28,722 
121,784 66,553 | — 55,231 
dues pass 81,548 58,617 | — 22,931 
74,950 59,959 | — 14,991 
93,105 54,324 | — 38,781 
89,527 57,296 | — 32,231 
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Another fact to be remembered in 
analyzing the figures is that through 
1920 their size in all countries is due 
to the persistence of inflation. Even 
after 1920 inflation was resumed by 
many of them. As a result the mone- 
tary expression of the volume of im- 
ports and exports rose and does not 
reflect accurately the changes in physi- 
cal quantities. For this reason the 
adverse trade balances in some cases 
give the impression of being larger 
than they really are. 

Yet, after all allowances are made, 
one is very strongly impressed with 
several facts. Russia, France and 
Poland are the only countries in the 
table showing any favorable balances 
and none of them shows any large 
excess of exports. 

Russian trade is still very small and 
as yet the export balances are neither 
large nor reliable. Poland’s large bal- 
ance in 1926 was due in part to the 
British coal strike that stimulated 
the export of Polish coal. Beginning 
with April, 1927, the export balance 
disappeared and has been replaced 
with a heavy import balance amounting 
to 229,456,000 zloty in the first seven 
months of 1927 or an average of 
$2,780,000 per month. There has 
been a French export balance for three 
years past, but this has occurred during 
inflation which stimulates exports and 
discourages imports. During 1927 to 
date French exports have been declin- 
ing and imports gaining although there 
is still an export balance. 


Most CountTrIES SHOW 
UNFAVORABLE BALANCES 


These three countries show but 

slightly favorable balances and none 
of them are very reliable. All of the 
others show unfavorable balances for 
every year given. Austria, Belgium, 
Germany, Italy and the United King- 


dom have each year had more imports 
than exports. Nor is there any sign 
of a reversal. Imports do not show 
any clearly marked tendency to decline 
except from the inflated levels of 1919 
and 1920. Exports show no general 
gain except that which may also be 
largely explained as an effect of infla- 
tion. Import balances are not de- 
clining, but tend to increase, and 
where a reduction appears it is often 
to be explained not so much by a 
growth in exports as by a decline in 
imports,—a change which does not 
demonstrate an increase in productive 
capacity and an ability to meet foreign 
obligations. This last tendency is 
clearly shown in the German figures 
for 1926, when the import balance 
shrank to 15,770,000 marks per month, 
due largely to a decline of nearly 
200,000,000 marks per month in im- 
ports while exports gained only about 
84,000,000 marks per month. This 
situation has been greatly altered in 
1927. Exports remain about the same 
while imports have very greatly in- 
creased. 

We are then faced with this curious 
situation. With the exception noted 
the countries listed (and they are 
probably the most important ones 
that could be chosen for a general 
study) show import balances. Many 
of the governments are meeting quite 
large amounts each year as charges 
on their foreign debts. Also many 
other borrowers, e.g., municipalities 
and corporations, are paying interest 
on debts held abroad. Yet the foreign 
exchange with which they must make 
their remittances clearly does not 
come from an excess of exported 
merchandise. It must come either 
from invisible items or because bor- 
rowing abroad is being continued on a 
scale sufficiently great to furnish the 
necessary exchange. 


Tue ANNALS OF THE AMERICAN ACADEMY 

of 
sh 
St 
pl 
ar 
vi 

4 

“I 
an 

tl 
Vv 
0 


cot 


o— 


INTERNATIONAL 


TRADE BALANCES OF THE UNITED 
STATES AND EvuRopPE 


An interesting contrast to the trade 
balances of Europe is found in that 
of the United States. Whereas they 
show an excess of imports, the United 
States has had an excess of exports for 
many years. The accompanying chart 
prepared by the Bureau of Foreign 
and Domestic Commerce shows this 
vividly. 


Yearty Mercuanpise Exports aNnp Imports (1910-1926) 


INDEBTEDNESS 87 
Italians in America, interest on Ameri- 
can and other securities belonging to 
Europeans. These and a large number 
of other items are large and of in- 
creasing importance. A compilation 
of all such items together with the 
movements of merchandise and pre- 
cious metals arranged in debit and 
credit columns is known as the inter- 
national balance sheet of a country. 
By examining it the student may as- 
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Our balance of exports increased 
very greatly in the war period, but 
in the last few years has returned to 
about the pre-war size. 

The next step is to examine the 
“invisible” items. 

Invisible items for Europe are such 
things as the earnings of European 
vessels in carrying freight for the people 
of other countries, the expenditures 
of tourists traveling in Europe, the 
earnings of Europeans abroad, ¢.g., 


certain at a glance whether a given 
country thought of as an economic 
unit is gaining or losing. If the ag- 
gregate of export or credit movements 
is less than the aggregate of import or 
debit movements, the country in ques- 
tion is gaining and is lending abroad. 
If the reverse is true the country is 
borrowing abroad. This borrowing 
and lending abroad are not be thought 
of as in themselves either bad or good. 
They may be either or neither but 
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should, if possible, be noted as a basis 
for a judgment. 

In presenting international balance 
sheets we may start with that of the 
United States. The chart of our bal- 
ance of trade as just given shows an 
excess of exports. If this excess is 
offset or more than offset by invisible 
payments then it would appear that 
the United States is, on the whole, 
receiving payments rather than the 
reverse—that our foreign debtors are 
paying interest on their loans and 
perhaps even repaying principal sums. 
But if the net amount of invisible items 
is an addition to our exports, thus 
increasing our credits abroad, we may 
then conclude that the United States 
taken as an economic whole is not 
being paid. Those who have followed 
such matters at all know that this is 
the case—that America is not receiving 
payments, but is each year lending 
new and large amounts. 
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Unrrep States—Batance or PayMENts, 1922-1926 
(000,000’s omitted) 


Untrep States Increases Its 
ForEIGN INVESTMENTS 


Each year the value of the exports 
from the United States has exceeded 
the value of the imports, the difference 
being recorded as net exports. Usually 
the net movement of money has been 
inward, although in 1925 it was out- 
ward. There are many invisible items, 
but the net movement each year is 
debit. Although each year large and 
growing amounts are due us as interest 
on foreign investments, this has been 
more than balanced by remittances 
of immigrants, charitable gifts and the 
expenditures of American tourists 
abroad. All of these current trans- 


actions combined show an excess of 
$130,000,000 of credits in 1922, but 
in that same year the net capital ac- 
count showed that we loaned $638,000,- 
000 abroad. This still leaves $508,- 
item 


000,000 unaccounted for, 


1922 1923 1924 1925 1926 
Credits 
Exports of merchandise (net).................... $734 $389 $970 $666 | $426 
Exports of gold, silver and currency (net)..........| ...... | 106 
325 526 387 578 | 835 
$1,059 $915 | $1,357 | $1,350 ($1,261 
Debits 
Imports of gold, silver and currency ‘(net) $246 $246 ...... | 
358 370 388 $343 | 297 
Excess of credits (+) or debits (—) on current 
+ 130 | — 227 | + 310 | + 429 |+ 13 
Ditto on capital transactions.....................| — 688 | + 109 | — 522 | — 432 |—522 
cs — 508 | — 118 | — 212| — |—509 
Net change in foreigners’ bank deposits, etc........| + 375 | + 3/| + 216 | — 61 |+359 
Balance representing errors and omissions......... : + —150 
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presumably to be explained by 
changes in the bank deposits and 
book accounts by foreigners in the 
United States and by errors in the 
estimates. 

This brief statement shows that 
estimates of the balance of payments 
cannot be very exact. Yet after all 
allowances for error there is no reason 
to doubt that the people of the United 
States each year are adding materially 
to their foreign investments. The 
figures as they stand show material 


INTERNATIONAL 


credits. Since the debts due to our 
government are gradually being re- 
duced, the amount of private loans 
abroad is evidently growing by more 
than the net gain of combined public 
and private credits. 

It is clear that America is not re- 
ceiving payments but is increasing 
its loans. Part of these investments 
are in Latin-America, Canada and 
Asia, but an important part are in 
Europe as is evidenced by the accom- 
panying tables compiled by the De- 


additions every year. Foreign gov- partment of Commerce. tien? 
Estimatep Private AMERICAN INVESTMENTS ABROAD 
(000,000’s omitted) 
mes Endof | Endof | Endof | Endof 
Regions 1923 1924 1925 1926 
Europe. . ' ; $1,300 $1,900 $2,500 $3,010 
Latin America. . .. . 3,760 4,040 4,210 4,500 
Canada and Newfoundland . 2,450 2,600 2,825 2,801 
Asia, Australia, Africa and rest of weeld . Fata Pl 595 690 870 904 
Tora. Foreign Security Issues Pusiicty Orrerep IN THE UNrrep STATES ig 
Period Nominal Capital Refunding Not Nominal Valea: 
$495,662,100 $82,000,000 $413,662,100 


ernments are paying to the American 
government the amounts called for by 
the debt settlements and other foreign 
debtors are remitting what they owe. 
But each year new investments abroad 
are more than equal to these items com- 
bined with all others, both visible 
and invisible. Taking all transactions 
together the government and people of 
the United States, though creditors, 
are not taking payments from abroad. 
Instead they are adding to their foreign 


Of course, it is possible that the 
countries of Europe are at least paying 
each year all of the interest they owe, 
or perhaps are even reducing the 
principal amounts, and that the result 
is concealed by the large volume of 
triangular transaction involving Asia, 
Africa, Latin-America and other parts 
of the world along with Europe and 
the United States. Light will be 


thrown on this by the balance sheets 
of the countries of Europe. 
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First to be noticed is that of Great 
Britain. The form in which it is 
given is that presented by the British 
Board of Trade as rearranged by 
Professor A. C. Pigou in a pamphlet 
by him entitled, “The Economic 
Position of Great Britain.” 
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000 for 1913 and £465,000,000 a 
1926, an increase of more than 30 per 
cent. The difference between these 
two sets of figures is designated as 
*Balance.” It was £181,000,000 in 
1913 and £252,000,000 in 1920. Then 
it declined year by year, being re- 


Ba.ance or INcoME AND Expenpitures (Orner THan LENDING AND REPAYMENT OF 
CaprraL) Between THe Untrep Kinepom Anp ALL Orner Countries 


(In million £) 


19138 1920 1922 1923 | 1924 | 1925 | 1926 
Excess of imports of merchandise and 
A eee 158 345 171 203 324 384 477 
Excess of government payments overseas| ..... | ..... | ..... | ..... 25 11 
158 343 171 203 | 349 | 395 477 
Net national shipping income........... 94 340 110 115 | 140] 124] 120 
Net income from overseas investment... . 210 200 175 150 | 220 270 
Receipts of short interest, commissions and 
other services.......... IR A) 35 55 40 40 75 75 75 
339 595 325 305 | 435 | 449 | 465 
+181 | +252 | +154 | +102 | +86 | +54 | 
These estimates have been very placed in 1926 by a deficit of £12,- 


sharply criticised as giving too gloomy 
a picture of the British situation. 
They are presented here because (1) 
they are official figures and (2) the 
estimates of the critics agree at least 
to the extent of showing a decline in 
the amount of British income available 
for overseas investment. 


Excess or Britisu Imports 


Notice first the growing excess of 
imports of merchandise and bullion. 
This excess was £158,000,000 in 1913, 
but by 1926 had become £477,000,- 
000, or over three times as large. 
Some gain is to be attributed to a 
higher price level, but wholesale prices 
in 1926 were only 148 (1913=100). 
The other items in the table (except 
“Government payments overseas’’) 
are the net amounts earned in various 
invisible ways. They total £339,000,- 


000,000. This balance is the amount 
by which the aggregate receipts of 
the country from the outside world 
exceeds the aggregate payment and 
is therefore the sum available each 
year for foreign investments. 

Great Britain has been for years a 
creditor country, the size of the foreign 
investments of the British usually 
being placed at £4,000,000,000 in 1913. 
According to the figures just given 
there was an addition during each of 
the years, but the amount has been 
dwindling. In 1926 there was nothing 
available for this purpose. Foreign 
securities were sold in the London 
market, but the balance of payments 
just given shows as a net result for the 
year that the British must have bor- 
rowed at least £12,000,000 abroad. 
This does not appear in the form of 
publicly offered security issues, but 
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is probably an addition to bank bal- 
ances and other forms of open ac- 
counts. 

It should be repeated that these 
estimates have been sharply criticised 
and may perhaps be quite inaccurate. 
Yet there is no disposition to deny the 
general trend they show. In preceding 
parts of this study attention has been 
drawn to the industrial and financial 
strain under which the country is 
operating. Great Britain has been 
paying her way. The deficit of 1926 
(if it actually existed) occurred during 
the year of the great coal strike, when 
payments ran against her to an un- 
precedented amount. But the average 
monthly excess of imports during the 
first six months of 1927 was already as 
great as in 1926. 

In the British balance of payments 
there appears, of course, the sums 
transmitted each year to the Treasury 
of the United States, which amounted 
in 1926 to over $160,000,000. If this 
remittance had not been necessary 


INTERNATIONAL 


BALANCE OF INTERNATIONAL PAYMENTS FOR FRANCE 
(Years 1913—1922-1923-1924) 
(Million frances) 


the national balance would have shown 
a gain of $100,000,000, or about 
£20,000,000, instead of the recorded 
deficit of £12,000,000. 
Among the countries of Europe 
Great Britain is usually ranked as the 
financial leader. The estimates just 
given show that she is not literally 
going behind (unless perhaps in 1926) 
but has each year a smaller amount 
available for overseas investments. 
This weakens London as an investment 
center, and if the movement should 
continue England would be compelled 
to reduce her foreign investments. 
This happened, however, only during 
the great war and may never occur 
again. 
Estimates of the balance of pay- 
ments are not so fully worked out for 
the countries on the Continent. The 
first we shall give are for France and 
are taken from the statement sub- 
mitted to the Debt Funding Commis- 
sion of the United States by M. 
Berenger. 


Credits 1918 1922 1923 1924 
Current Items (Visible) 
1. Exports of merchandise net. 
2. Exports precious metals net. 17 125 
4. Exports of French colonies to foreign countries 173 969 

Current Items (Invisible) 
5. Freight payment net. 344 | 1,434 | 1,733 2,100 
6. Marine insurance. ' 30 85 115 140 
7. Freight for goods in a transit. ; 25 85 91 100 
10. Interest on French inv estments abroad . 2,300 | 1,500 | 2,020 2,375 

Capital Items 

8. Tourists’ expenditures. . 450 | 1,800 | 2,600 3,200 
14. Government borrowings abroad. 23 5 431 
15. Other borrowings abroad . Te ee eer 2,111 10 1,081 
17. Payments by Germany............. 1,174 582 1,600 
3,322 | 9,181 | 7,173 | 12,126 
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BALANCE OF INTERNATIONAL PAYMENTS 7 
(Million frances) ant 
to 
Debits 1913 | 1922 | 1923 | 199% 195 
Current Items (Visible) of 
1. Imports of merchandise net.............................] 1,610 | 2,808 | 2,622] ..... om 
2. Imports of previous metals (net) . hor 
3. Surplus of France’s commerce with her colonies (net) . Forest 116 884 922 | 1,019 pro 
Current Items (Invisible) son 
9. Foreign workers’ remittances (net)....................... 30 675 884 | 1,170 the 
11. Interest on foreign investments in France................. 400 | 2,000 | 2,000 | 2,000 not 
16. Interest paid on loans (of 1922-1923-1924)...............] 22... 15 200 200 tiol 
Current and Capital Item beh 
13. Interest and principal payments on debts to foreign countries} ..... | 2,490 | 1,651 | 2,498 } 
Capital Item 192 
_ 12. Foreign loans issued in France and foreign subscriptions to by 
Estmatep Conpition or THE Frencu BALANCE For THE YEAR 1926 Mer 
(In millions of paper francs) Bull 
Capi 
Debit | Credit Inte 
Accounts | Accounts Othe 
A. Commercial Factors 
2. Trade in precious metals . . ae 50 F 
3. Trade exchanges between France and the French colonies (Indo-C hina 
excluded). . 1,000 bee 
4. Balance of tr de exchange between the whole of the French colonies a ndo- dise 
6. Receipts from Marine insurance . 115 | 
7. Profits from carriage of goods in transit through France OE Ee Sarr 90 cou: 
8. Monies accruing from foreign tourists. . 1,600 was 
9. Monies sent home by foreign tota 
B. Financial Factors two 
11. Interest due to foreign countries. i wr inte 
12. Foreign scrip issued in the French ‘market and sundry investments abroad oc MT iten 
13. State payments to foreign countries as reimbursement or interest . ag 
14. Monies borrowed from foreign countries by the French State...........|  ..... pian 720 
15. Monies borrowed from foreign countries by private concerns...........} ..... | ..... —_ 
16. interest paid yearly on the above borrowing dating from after the war. .. . 200 iten 
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These statements show that in 1922, 
1923 and 1924 French government 
and other borrowings abroad amounted 
to considerable sums. For the year 
1926 M. Berenger estimated a shortage 
of 1,495,000,000 frances that would 
presumably have to be made up by 
borrowing. How much the deficit 
proved to be is not clear, but there was 
some borrowing abroad even though 
the markets of the United States were 
not available. France, on interna- 
tional account, has clearly been going 
behind. 

Next is Germany. For the years 
1924 and 1925 the following is presented 
by the German government: 


INTERNATIONAL INDEBTEDNESS 


a balance for 1926 and early 1927, the 
estimates already given of borrowing 
abroad show that Germany is still 
adding to the amount of her foreign 
indebtedness. Although payments are 
being punctually made by the Reich 
under the Dawes plan, the country as 
a whole is running behind. In 1926 
the new foreign loans amounted to 
1,690,100,000 marks. During the 
early part of 1927 the volume of these 
new loans was slight, largely because 
of money market conditions. But 
on June 3, 1927, a new policy was 
announced by the Finance Ministry 
and negotiations for further borrowing 
have been started. 


GeRMANY’S BALANCE oF PayMENTS—1924 AND 1925 


(In millions of reichsmarks) few: 

Credit | Debit | Balance 
16,050 | 21,540 | — 5,490 
Bullion, specie and currency notes... 7 900 | — 830 
Other Items. . in eA ee 1,345 2,065 | — 720 


For the years given the figures have 
been combined. Imports of merchan- 
dise exceeded the exports by the large 
amount of 5,490,000,000 marks, a 
difference for which payment had, of 
course, to be made. Similarly there 
was an excess of money imports, 
totalling 830,000,000 marks. For the 
two years the country was liable for a 
net payment of 150,000,000 marks as 
interest and dividends, and “Other 
items” of an invisible sort also ran 
against Germany to the amount of 
720,000,000 marks. These adverse 
items total 7,190,000,000 marks, the 
amount that the Germans borrowed 
abroad during the two years. In- 
cluded in this is, of course, the Dawes 
loan. While we do not have before us 


Next is Italy, whose estimates un- 
fortunately take us only through 1924. 
The combined accounts for 1923 and 
1924 are given in the following table. 

This statement is the one prepared 
on the occasion of the Italian debt 
settlement negotiations with the gov- 
ernment of the United States. Itshows 
Italy lending abroad to the net amount 
of 910,000,000 lire during the two years 
and indicates that an adverse balance 
of trade amounting to 10,379,000,000 
lire was more than offset by “Other 
items,” which totalled 11,307,000,000 
lire. Of course, these figures are 
given in depreciated lire and in judging 
of the aggregate this should be re- 
membered. 

A balance sheet for later years can- 
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Traty’s Batance or PayMents—1923 anv 1924 
(In millions of lire) 
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Credit | Debit | Balance 
Bullion and specie. . 6 Si« 44 
Capital items. . 1,010 1,920 | — 910 
Interest, div idends and profits. 356 630 | — 2% 

40,600 | 40,900 | — 300 


not be presented but the known facts 
regarding Italian loans abroad suggest 
that the general balance is now adverse 
to Italy. 


ROPEAN CouNTRIES CONTINUE 
to Borrow 


Estimates of the kind we have been 
giving are not yet numerous and those 
presented for most countries are quite 
fragmentary. The invisible items are 
hard to estimate and consequently 
give considerable opportunity for error. 
Yet enough has been shown to warrant 
the general conclusion that the leading 
countries, with only one important 
exception, are adding to their external 
indebtedness. They are borrowing 
rather than lending. Although the 
German government has _ regularly 
met its reparation obligations and its 
other liabilities, and though there has 
been no default on the obligations of 
German states, communes, municipal- 
ities and private corporations, the 
country as a whole is meeting its 
obligations as a whole by borrowing. 
Germany is not reducing its indebted- 
ness to the outside world but is in- 
creasing it. 

Similarly European countries as a 
group are borrowing. Interest pay- 
ments are being met in individual 
cases. But, in the aggregate, indebted- 
ness is being increased not lessened, 
so nearly as available figures permit 


conclusions. An older part of the 
world usually thought of as having 
attained economic maturity is not 
lending but is borrowing. 

This brings us again to the two 
questions mentioned above. Have 
these debts already become unduly 
large, or are they in danger of becoming 
Has the aggregate burden of 
foreign indebtedness grown so large as 
to be insupportable? As yet only one 
important country seems to be actually 
meeting its external obligations and 
that one—England—is doing so only 
with great difficulty. 

The second of the questions is a 
modification of the first. Even though 
the burdens assumed are not too large 
and, if adequate time were allowed for 
adjustments, have they been acquired 
so rapidly that the strain of payment 
will prove too heavy? For example, 
a farmer might gradually add to his 
debt through a period of say twenty- 
five years, developing his farm until 
its productivity has become adequate 
to meet the charges on a mortgage of 
$50,000. But if he borrowed all of 
this amount within five years the 
burden might well prove excessive 
because so suddenly assumed. If then 
he met his annual payments by bor- 
rowing still more the aggregate amount 
thus compounded might become alto- 
gether too heavy. 

The first of these questions cannot 
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answered except in one case—that 
of German reparation payments, and 
some differences of opinion appear 
even there. A little later we shall 
present our reasons for believing that 
these payments cannot be met. But 
waiving this issue for the moment it 
may be said that no judgment can 
be made regarding the other payments. 
The issue may be stated. Can these 
older countries whose resources have 
been more fully developed than 
those of the new world meet the 
new burdens imposed by their shift 
from a creditor to a debtor status? 
They were formerly able to add each 
year to their own investments abroad. 
Aside from reparations, are their debts 
now too large for them to pay the 
annual service charges? ‘Their popu- 
lations are growing in numbers and 
living standards are not high. On the 
other hand, general economic recovery 
may mean an enormous expansion in 
productivity and consequently in ca- 
pacity to pay. If in addition new 
discoveries and inventions should oc- 
cur, comparable perhaps to those of the 
industrial revolution, the burdens may 
prove to be extremely light. 


How Is Europe Ustne Her 
BorRoOwED Funps? 


Then too, much depends on the use 
being made in Europe of the borrowed 
funds. Are they being employed pro- 
ductively? Are the proceeds of each 
loan being invested in such way as 
automatically to furnish the borrower 
with funds that will permit him to 
make his payments as they fall due? 
Or, pressing the point still farther, will 
these investments even though produc- 
tive in a domestic sense, furnish the 
foreign exchange needed for making 
external payments? An_ illustration 
of this problem is a recent foreign loan 
for the construction of apartment 
houses in sean Even though these 
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INDEBTEDNESS 9 
houses are well filled with prosperous 
tenants there is nothing about their 
successful operation that will in a 
direct way add to the supply of foreign 
exchange on the Berlin market. If 
the service on such a loan is to be 
met the needed exchange must come 
from some other source—from some 
activity that results in an increased 
export trade. 

Without attempting to see far into 
the future it is possible, on the one 
hand, to remind ourselves that the 
productivity capacity of 450,000,000 
people in a vast area of large resources 
is enormous. As time passes the 
debts we are discussing may prove to 
be a very light burden. On the other 
hand, the difficulties of the immediate 
future should be listed. 

In fact they have been the main 
theme of this study. The growing 
numbers of people will require more 
and more food, clothing and shelter. 
Except as new methods in agriculture, — 
manufacturing, commerce and trans- 
portation give assistance these supplies — 
must be secured with increasing effort. h 


The law of diminishing returns is _ 


operating in many if not most lines and 
unless offset by an “ 
the arts” is a factor to be reckoned 
with. 

To this must be added as temporary 


barely balanced or in some cases not 
really balanced at all, the fall in prices 


which is increasing the burdens of all - 
which in- 
dustrialized European countries are — 


debtors, the competition 


meeting in all parts of the world. 


One other point should be stressed. _ 
The fall of the price level explained in 


an earlier chapter is the fall of internal 


pressed in paper currency rather than 
in gold. This places a strain on in- 


improvement in 
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ternal economic life which we have 
already pointed out for different coun- 
tries. But the external debts are 
largely in terms of gold. A rise in 
gold prices would consequently aid 
the debtors at the expense of the 
creditors. But a fall in gold prices 
would add to the burdens of the debtors 
compelling them to deliver a larger 
amount of goods and services in settle- 
ment. 

Future price movements cannot be 
foreseen, but most students of the 
subject believe that prices are more 
apt to fall than to rise or even to remain 
steady. If this proves to be the case 

pied cers aad 


It were is any validity in the preced- 
ing analysis there must be in Europe 
evidence of economic strain. Con- 
gested populations, restricted trade, 
heavy taxation, inflation and deflation, 
growing international indebtedness— 
all these forms of pressure on economic 
life must have their effects. It should 
be possible to indicate some of them. 

It may well be that conditions are 
not so serious as many pessimists have 
declared. Our recital has certainly 
shown that there is no ground for 
excessive optimism, but it has also 
shown some signs of growing stability 
and of economic gain. Currencies are 
no longer fluctuating without control. 
Many government budgetsare balanced 
while others may be; inflation and 
repudiation have wiped out some 
debts and inflation without repudiation 
has lightened others. Reparation and 
other international debts have under- 
gone considerable adjustment. Yet it 
would be a mistake to discuss matters 


with a mere listing of losses and gains. 
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the burden of European debtors will, of 
course, be increased. A great increase 
in productivity and in foreign trade 
might, however, offset this tendency, 

Two conclusions may be stated 
with assurance. First, most of the 
countries of Europe are continuing 
to borrow abroad and have not begun 
to meet the service charges on their 
debts. Second there is not yet clearly 
in sight any great increase in produc- 
tivity that warrants the belief that 
these charges can soon be assumed. 
This may come in time, but for the 
present the strain is growing, not 


Many acute problems still remain and 
there are numerous signs of strain. © 


i 
UNEMPLOYMENT CONTINUES 


First among these evidences is the 


persistence of unemployment. The 
figures for a number of the countries 
have already been given (p. 13), and it 
remains only to remind ourselves that 
we should not be misled by temporary 
improvement. A survey of the figures 
for several years past shows clearly that 
the numbers of unemployed fluctuate 
widely from year to year and from 
season to season. The fact that there 
has been a decline in the summer of 
1927 in England and in Germany is 
not a sufficient reason for satisfaction. 
There have been gains of this sort 
before. German conditions improved 
in the early part of 1924 only to be- 
come much worse in the winter of 
1925-26. Many fear that the gain 
by the middle of 1927 is only tem- 
porary, that it is based on a suddenly 
revised, but perhaps short-lived de- 
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mand in the domestic market. At 

least, there are few, if any, signs of a 

goowing foreign demand for German 
s. 

Nor is the situation in England 
entirely encouraging. The immediate 
effects of the general strike and of the 
prolonged coal strike in 1926 have 
disappeared. Yet the fundamental 
difficulties in Britain which led to that 
strike have not been solved, and the 
writer remembers no time when the 
British themselves have been so dis- 
couraged over the general outlook. 
Both in public and in private they 
express the greatest concern over the 
future. In France unemployment ap- 
peared in the winter of 1926-27 and 
at about the same time in Italy. In 
the latter country it is still very serious 
(September, 1927), although in France 
there has been a marked improvement. 
The Scandinavian countries along 
with Poland, Holland, Belgium and 
others are facing similar and acute 
problems. 

That the large amount of unem- 
ployment has not caused more serious 
difficulties is remarkable. In part this 
is a tribute to the courage and the 
self-control of the workers concerned, 
but in part it is to be explained by the 
various types of social assistance given 
to those out of work. Unemployment 
insurance, doles and other forms of 
relief have been of immense help in 
easing the strain. It must not be 
forgotten, however, that the pressure 
of living is heavy and the temptation 
torevolt is great. Critics often suggest 
that many forms of relief, such as the 
doles, are demoralizing. There is at 
least room for wonder whether such 
assistance has not been a very great 
aid and whether its withdrawal might 
not cause the most serious disturbances. 
There may or may not be many active 
advocates of violence in labor circles, 
but those who WhO ame the there could operate 
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edt ant 


more effectiv ely if the causes, or even 
the occasions for discontent should 
increase. > ik 

This brief statement of the extent _ ry 
and of the significance of European — = 
unemployment does not agree with — 
that of some observers who are more | 
optimistic. They not only point out 
the present decline in the numbers of © 
unemployed in many countries but ai 
also urge that in some countries, e. 9-5 in ni 2 
Germany, the numbers out of work | 3, 
should be compared with the size of a 
the pre-war army, which was supported a = 
by public funds, and that allowance 
should be made for the growth in 
population. It is also contended that i 
in some countries (England is free 
quently used as an illustration) there 
are approximately as many people © 
at work as in pre-war days. 

The significance of these comments _ 
should not be overlooked. At the 
same time each country is faced with = 
the fact that there are large numbers © 
of unemployed to be cared for in some ba 
way; that this must be done when t 
public budgets are under heavy strain | 
and when national incomes are under — 
serious pressure; and that extensive a a" 
unemployment may have a very bad 


Ruistne Cost or Livine 


A second sign of strain appears in _ 
several countries in the rising cost of 
living. This is not revealed in the | 
indices of some of them, but in others — 
it is quite clear. The accompanying 
diagram taken from the June, 1927, © 
report of the Agent General for Repara-— 
tions Payments shows it for Germany. 
Since 1925 the movement of wholesale 
prices has been generally downward, a 
trend that is necessary if German goods 
are to be exported for reparation — 
payments. At the same time one > 
might perhaps expect that in some way 
economies would be forced on the 
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German public. At any rate the cost 
of living curve has been rising. 

In some countries where deflation is 
occurring retail prices are declining 
along with wholesale though at a 
different rate, usually later and more 
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Attention should, however, be drawn 
to the fact that it has declined much 
less than the index of wholesale prices, 
and was 525 in June, 1927, as com- 
pared with 485 in June, 1926. For all 
towns in France over 10,000 the cost 


slowly. This is true for example in 
England, France and Italy. In cer- 
tain other countries the cost of living, 
as shown by the index number of retail 
prices or of foodstuffs, is rising, though 
the rate of gain is by no means uniform. 
These indices are given for several 
countries in the accompanying table. 


WHOLESALE PRICES 
IOC J JASONDSIEFE MAM 
3925 1926 192? 


GERMAN WHOLESALE Prices AND THE Cost or LiviING 
(Wholesale prices, 1913 = 100; Cost of living, four months of 1913-14 = 100) 


of foodstuffs was 572 in May, 1997, 
compared with 523 in May, 1926. 
It should be noted also that the 
Confederation Generale du Travail is 
not satisfied with the official cost of 
living indices, and publishes one of its 
own showing a persistent rise. The 
writer has no opinion as to the respec- 


InpEx NuMBERS oF THE Cost or LivinG 


4 Austria Belgium Greece |Luxemburg} Poland | Roumania 
76 109 705 1,032 452 63 2,400 
86 125 694 1,278 498 127 2,660 
97 133 746 1,472 519 145 3,180 
103 174 723 1,808 686 177 $8,340 
1927 (May)... 105 197 756 1,915 769 204 3,748 

(June)... 106 210 761 781 205 3,714 
The French index for the cost of tive merits of the various indices. 


living in Paris is not included in this 
table, since it has shown a slight down- 
ward trend since November, 1926. 


Both unemployment and cost of 
living figures are, of course, affected 
by numerous other factors. Thus 
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every German loan floated in the 
United States furnishes a new supply 
of foreign exchange which makes it 
possible for importers to pay for 
purchases of raw materials which in 
turn permit the employment of work- 
ers. This enlarged output may tend 
to keep down domestic prices, although 
very extensive loans abroad might 
start a heavy flow of foreign funds into 
Germany, stimulate speculation and 
raise prices. Conversely, a cessation 
of borrowing might check production, 


Sians or STRAIN 


increase unemployment and _ possibly 


result in a rise in the cost of living. 


Less INcomE AVAILABLE FOR 
ForEIGN INVESTMENTS 


A third evidence of strain is the 
smaller amount of income available 
Instead of 
the former flow of capital from Europe 
to other parts of the world there is a 


for foreign investments. 


sharp reduction in the amount of new 
foreign securities offered on the Euro- 


pean markets. It has already been ine 
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pointed out that many of the countries 
are borrowing rather than lending, 
that they are changing from the posi- 
tion of creditor to that of debtor. 
France has purchased but few foreign 
issues since 1914, and her tendency is 
still to borrow abroad rather than to 
lend. Many new issues are still offered 
in London, but the excess of income 
out of which the British can buy these 
issues has in recent years been steadily 
diminishing (see p. 90). Unless there is 
a reversal of this trend such purchases 
must diminish unless the British bor- 
row funds abroad with which to buy. 
New York is to an increasing extent 
taking the place of European financial 
markets as a source of capital supply 
(see p. 89 for the volume of foreign 
securities floated in New York). 


PRESSURE ON THE CLAssEes 


Fourth may be mentioned the pres- 
sure on particular groups. Reference 
has repeatedly been made to the 
difficulties experienced by the middle 
classes. This cannot well be proved 
by statistics, but has been abundantly 
and frequently demonstrated to all 
of us through countless examples of 
hardship. The causes that produced 
these troubles in Germany, Austria 
and elsewhere, of which so much has 
been heard, have, of course, been 
operating, and are still operating in 
every country where prices have been 
rising. 

One group of which special mention 
may be made is agriculture. In 
Europe, as in America, there has been a 
strain on the farming class evidenced 
by “green” agitations in many coun- 
tries. Perhaps the best way to illus- 
trate this strain is with two diagrams, 
both for French agriculture and both 
taken from “Agriculture and the 
Economic Crisis,” one of the docu- 
ments submitted to the World Eco- 
nomic Conference of May, 1927. The 
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first shows the index numbers of the 
receipts and expenditures of agricul- 
ture. It is noticeable that since 19]9 
expenditures have risen rapidly while 
receipts (so far as given) have lagged 
far behind. 

Another chart shows the index 
numbers of wholesale prices. The 
general index number is given and also 
those for industrial products, textiles, 
food articles, and food of animal 
origin. The last two are regularly 
below the first two. Agricultural prod- 
ucts have risen in price in France, but 
much less than have the prices of 
manufactured articles. 

Any one who wishes to look farther 
for evidence of the burdens borne by 
agriculture needs only to glance at 
current discussions in England, Ger- 
many and elsewhere. In nearly every 
country pressure on the farming popu- 
lation is so severe as to cause grave 
concern. 


Errorts To Economic 
STRAIN 

Fifth may be mentioned numerous 
steps taken in an attempt to relieve 
economic strain. Many of the tariff 
barriers referred to earlier are of this 
sort, even though a large number of 
critics feel that they have on the 
whole failed of their purpose. Recent 
additions to protective duties have 
been numerous and only a few illustra- 
tions will be given. 

In the summer of 1927 Germany 
raised its tariff rates, particularly with 
a view to aiding agriculture. The 
government has, however, by public 
announcement committed itself to a 
policy of reduced tariffs in accordance 
with the resolutions of the World 
Economic Conference. A new tariff 
law cannot be framed for perhaps 
another year, and it is not at all clear 
that German industrialists will give suf- 
ficient support to the government’s plan. 
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In the spring of 1927 a bill prov iding 
for very general and very large in- 
creases in tariff duties was introduced 
into the French Parliament, but action 
om it was delayed until fall. At the 
time of writing, these increases are a 
matter of acute controversy between 
the United States and France. 

Also in the summer of 1927 the 


iat 


French government took the impor- 
tant step of refusing to allow the 
importation of coal 
license. This was strongly opposed 
by the British, against whom it was 
said to be especially directed, but the 

reasons for the action are not obscure. — 
The coal industry of Europe as well 
as that of the United States is badly 
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q demoralised. Notice the accompany- 
ing figures of coal production. They 
are given separately for several coun- 
tries and also for the world. A 
complete picture should really include 
the output of lignite which has grown 
greatly since the war, especially in 
Germany. 
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in the bituminous fields. This was 
followed by a decline. 

But the output of the European 
countries is for our immediate purpose 
moreimportant. Anexamination shows 
at once an increase year by year for 
every country though with certain 
important MRS For Belgium 


(Monthly Average in Thousands of Metric Tons) 
Belgium | France |Germany| Poland Saar ited ‘Unite Wont 
ae 1,903 3,338 15,843 . 24,336 43,088 
1916. 1,405 1,712 21,706 44,610 | ..... 
1917 1,243 2,313 21,040 soa 
1,158 2,078 19,283 Si,378 | 
1919. 1,540 1,796 19,455 41,878 82,294 
1920. 1,866 2,024 10,946 534 734 19,434 49,764 93,029 
1921 1,813 2,351 11,354 632 798 13,822 38,283 76,600 
1,767 2,595 10,964 1,849 937 21,133 36,057 82,746 
1923. 1,910 3,140 5,193 3,008 766 23,450 49,706 95,771 
1924. 1,947 3,668 9,897 2,685 1,169 22,646 43,182 94,205 
1,925 3,921 11,052 2,423 1,083 20,694 44,209 94,433 
1926. . 2,110 4,285 12,114 2,980 1,140 10,631 50,144 93,670 
1927, Jen... 2,346 4,531 13,355 3,698 1,192 21,911 57,554 115,293 
February. 2,251 4,358 12,743 3,411 1,211 21,425 53,302 | 109,124 
March... 2,477 4,724 14,046 3,002 1,285 23,981 60,096 | 121,286 
April . . 2,280 4,302 11,794 2,599 1,042 20,541 37,925 91,195 
June... . 2,263 4,236 11,820 20,107 39,811 
2,239 4,276 24,158 38,945 


INCREASE IN Output or CoaL 


Total world output of coal has 
shown a steady increase since 1921, 
in spite of the fact that there has not 
been a corresponding growth in world 
markets for it. As already noted 
(p. 26) the coal industry has developed 
a capacity in excess of present needs 
and is suffering accordingly. 

A few of the trends in this table are 
particularly striking. Output in the 
United States is larger than in any 
other one country and was especially 
stimulated in 1926 and in the early 
months of 1927, just before the strike 


and France there is a steady growth 
throughout the period and both coun- 
tries are now producing considerably | 
more than before the war. This 
seems to be true for France even after | 
allowance is made for her enlarged 
post-war area. Recovery in the coal 
fields has been quite complete. 
Germany also shows a gain, not to 
the pre-war levels, since the loss of the 
Alsace-Lorraine area and of Polish 
Upper Silesia has been a serious factor. 
But if lignite is included, German 
combined coal and lignite output is 
greater even in the reduced area than 
in the larger pre-war territory. It is 
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to be noticed, however, that there was 
asharp reduction in 1923—the year of 
the Ruhr invasion—and that 1924 was 
also reduced. In these years this 
German setback gave a distinct stimu- 
jys to the production of other countries, 
notably Poland and the United King- 
dom. 

Notice the figures for the United 
Kingdom. In general there has been 
4 return towards pre-war levels, but 
vith sharp reductions in 1921 and 
again in 1926 in each of which years 
there was a coal strike. The effect 
of the strike in 1926 calls for special 
attention. While the average monthly 
output of the United Kingdom was 
oly 10,631,000 tons, and from May 
to September averaged only 795,000 
tons per month, the tonnage from 
other countries grew, until in the 
latter part of 1926 and early in 1927 
the levels were for some of them the 
highest ever attained. The output 
fom Germany was 13,775,000 tons in 
December, 1926; from Belgium 2,376,- 
#00 tons in the same month, exceeded 
later by a tonnage of 2,477,000 in 
March, 1927. Polish production rose 
to nearly 3,000,000 tons per month in 
1926, the largest monthly output being 
$781,000 tons in September of that 
year. The Saar, South Africa, Czecho- 


_sovakia and the United States received 


asimilar stimulus. American output 
rose to 60,933,000 tons in November. 
German reparation payments were 
made more readily by deliveries of coal 
during the British coal strike. Po- 


oal | land’s trade balance was definitely 


aided during the same period since 
exports of coal were greatly increased, 
adevelopment of tremendous help to 
that country at a very trying time. 
But the strike ended months ago and 
British coal production has been re- 
sumed. The results are not hard to 
se. The coal markets are glutted. 
The coal industry has been developed 


SIGNS OF STRAIN 


in many countries until the output | 


is far too large in the face of present 
demands. 

Notice some of the consequences. 
The Polish output has declined by 
about 25 per cent, and the trade balance 
of that country, which was strongly 


favorable during 1926 and in early | 
1927, is again adverse, chiefly, it is 
true, because of a gain in imports, but — 


partly through a reduction in exports, 
among which coal is an important 
item. 


434,000 gold marks in reparation 


payment from Germany of which ~ 


143,711,000 gold marks was coal, coke 
and lignite, and an additional 17,612,- 
000 gold marks, a credit to Germany 
for transportation of these same prod- 
ucts. 


French mines, the coal operators of 
France, of course, do not look with 
approval on importations from other 
countries. Hence the requirement of 
an import license which has been 
strongly resented in England, where 


the coal industry is in a very serious _ 


condition. After the sharp increase in 
output beginning December, 1926, and 


reaching a climax in March, 1927, | 


there has been a reaction. 


Economic STRAIN INQTHER 


COMMODITIES 


Other illustrations of economic strain 
are numerous particularly in Great 
Britain. Under the stress of outside 
competition the traditional free trade 
attitude of the country has been 
modified, until today a large volume 
of imported goods pay protective tariff 
duties under the Safeguarding of 
Industries Act. The chemical industry 
has been brought together into what 
is perhaps the first of British trusts. 
After years of depression the manu- 
facturers of cotton goods have formed 


From September 1, 1926, to a 
May 31, 1927, France received 412,- _ 


With this flow of German coal _ 
and with the increased output from _ 
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an association in the hope of lowering 
costs through joint action. 

On August 31, 1927, a number of the 
heavy steel manufacturers of Great 
Britain took an important step. It 
will be remembered that one of the 
chief problems for this industry is an 
excess of productive capacity. Such 
a condition makes for strenuous com- 
petition and the British manufacturers 
cite the following: 


AVERAGE Monraty Imports 1n Tons* 


1913 1927 
Plates. . 14,123 27,642 
Sections 11,133 34,626 


* The Times (London), September 1, 1927, 
p. 10. 


They point out that the imports of 
iron and steel are rapidly increasing. 


anp Exports * 


“In 1923 the figure was £14,000,009. 
in 1924 £22,000,000; in 1925 £24,009. 
000; in 1926, £29,000,000, and for 


1927 on figures already in hand, the | 


total for the year if not checked may 
easily be £50,000,000."” In an at. 
tempt to protect themselves against 
these imports and after an unsuccessfy] 
effort to secure the imposition of 
protective duties under the safeguard. 
ing of Industries Act, the group 
referred to have offered a rebate to 
British consumers of iron and steel 
“with the object of encouraging British 
consumers to confine their purchases 
to British materials manufactured by 
British workmen.” This rebate is at 
the rate of 7s 6d per ton on joists and 


5s per ton on all the other defined 
materials. 

Another illustration, perhaps less | 
important but still significant, is found | 
in the British imports and exports of 
cement and bricks for several years 
past. The facts are given as follows: 


wait 
hs (7 months only) og: 
1925 1926 1927 
TTT 120,194 157,888 263,631 
Value £1,023,638 £897,430 £1,111,457 
j 
1925 1926 1927 
£237,041 £331,368 £483,556 
= 4,079 4,029 3,070 
* The Observer (London), September 4, 1927, p. 2. 
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These illustrations are probably 
adequate to make clear the economic 
for | strain felt in a large number of places. 
the | There is improvement in many quar- 
ters, but there is no mistaking the 
at- | persistence of difficulties and the growth 
of some types of problems. Also there 
are many troubles that are not a matter 
of | of statistical record and hence cannot 


ard- | be so clearly demonstrated. 
on PoxtticaL TENSION 
tee] | Sixth and last may be mentioned 
tish | the political tension in Europe. Not 
ases | all of this is to be attributed to eco- 
by | nomic causes. Such matters as security 
s at | and defense are also involved, although 
and | they in turn may in the last analysis be 
ned | basically economic. But whether eco- 
nomic or not in their origin some of the 
less | political measures taken will have 
und | eonomic consequences. The Italian 
sof | government may have been moved by 
ears | purely politica! reasons to raise the lire 
ys: | toits present level of 90 to the pound 


sterling, but the resulting huge growth 
in unemployment and the increase in 
business failures is an economic dis- 
aster of great magnitude. Just why 
the Arcos raid of May, 1927, was 
conducted in London has been vigor- 
ously debated, but there will doubtless 


During the spring and summer of 
1927 Geneva, Stockholm and New 
York witnessed attempts to meet the 
economic difficulties which were trou- 
bling Europe. In addition there were 
political gatherings with whose work 
we are not directly concerned. There 
were the regular meetings of the Coun- 
cil and of the Assembly of the League 
of Nations and the usual and numerous 
conferences of ministers of foreign 
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be considerable losses to British trade yy 
as a result. Or, to return to Italy, . LA 
the purpose of limiting emigration from 
that country may be political, but the 
congestion of population there is al- 
ready serious and the further growth in : 
numbers implied in such a policy will 
add to the economic handicaps under 
which the Italians are laboring. 
The summer of 1927 has undoubtedly 
been one of political disappointment. 
The break between England and 
Russia, disagreements over the evacua- 
tion of the Rhineland and the apparent % 7 
collapse of any attempt at agreement 


over disarmament present a discourag- 
ing picture. To some degree these 
can be traced to economic causes. cae 3 
There is something in the Russian aS 
economic system, the Russian attitude 
toward foreign debts, and their oil 
concessions that leads to political — = 
tension. How much the Rhineland _ ; 
difficulties at present may be dented m9 
with the iron and steel industry may 

be hard to define, but the pressure of 

high taxation has a great deal to do 

with the plea for disarmament, and | s 
any increase in expenditures for de- 
fense will add to the already heavy 
burdens of taxpayers in all parts of the 
world. 


conference between the U nited States, 
Great Britain and Japan. 


upon the naval conference and its 
failure other than to point out the two | 
possible points of view about the rela- 
tions between armaments and war. 
One is that armaments lead to war— | 
that nations fight because they are 


) 
l 
| 
| 
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a = The other is that war is due 
_ primarily to other causes; that these 
fects are the more fundamental ex- 
= _ planation of war; that armaments 
' exist because economic protection is 
needed or because of political insecu- 
rity; and that no really effective or sig- 
nificant limitation of armaments can be 
accomplished until more ways of avoid- 
ing disputes can be found and peaceful 
methods of adjusting disputes agreed 
upon and used. The latter view 
seems the more accurate, and, if cor- 
rect, goes far to explain the failure of 
the three power naval conference in the 
-— summer of 1927 and the revival of 
/ Protocol discussions at the September 
= meeting of the Assembly of the League. 
Three gatherings discussed economic 
; questions. In May the World Eco- 
nomic Conference met at Geneva on 
the call of the League of Nations. 
Late in June the International Cham- 
ber of Commerce held at Stockholm its 
biennial conference. In July repre- 
1 sentatives of four of the great central 
. banks of the world met in New York. 
These three meetings were significant 
for what they could and for what they 
could not do. 


: First was the economic conference at 
- Geneva in May. This volume of The 
4 Annals contains an admirable account 
= of this conference written by M. Colijn 
of the Netherlands, who was chairman 
of the Commerce Committee at that 
- gathering. All who watched or par- 
‘ml ticipated in the work of that com- 
| mittee were impressed with its im- 
portance and with the skillful direction 
given to its work. There is also to be 
found at the end of this volume a copy 
of the final report of the conference. 
Readers are referred to the article 
by M. Colijn (p. 140) for a specific ac- 
count of what was done. Seven years 


earlier the League of Nations had sum- 


f 
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moned a financial conference at Brus. 
sels. In 1920 financial problems wer 
not the only ones troubling the world, 
but they were the ones that could be 
most profitably discussed. Money, 
banking and government budgets are 
the financial mechanism with whose aid 
economic life must operate. The nee. 
essary first step was to put this ma. 
chinery in better working order. This 
was done at a notable gathering which 
laid down the principles that should 
guide the world in adjusting its finan. 
cial affairs. These principles wer 
criticised by many as platitudes, but in 
the years that followed they were of tre. 
mendous help to finance ministers who 
could refer to them as the standards by 
which they should be guided, since they 
were a statement of correct financial 
maxims laid down by the ablest of the 
world’s experts. 

Seven years passed before conditions 
were ripe for a discussion of other 
economic questions. In 1922 an at- 
tempt was made at a conference held in 
Genoa. It was not called by the 
League of Nations, but was inspired by 
Mr. Lloyd George, then Prime Minister 
of Great Britain. There were many 
reasons why it accomplished so little, 
but one was the extremely important 
fact that the financial machinery of 
Europe was still disorganized. Its 
adjustment was a necessary prelimi- 
nary to further action. By 1927 this 
had been accomplished to an extent 
that made possible the Geneva gather- 
ing whose deliberations and resolutions 
have led many to call it an “‘economic 
Locarno.” For an account of these 
the reader is referred to the article by 
M. Colijn. Whether any fundamental 
problems were settled by the war or by 
the treaty of peace is doubtful and few, 
if any, have been solved since. But 
some at least of the dislocations arising 
yt from the war have —_ to 
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A number of government budgets 
have actually been balanced, and 
others nearly so. Only a few are in 
imminent danger. Nearly all of the 
currencies have been stabilized even 
though several may still not be under 
complete control. There has been a 
very considerable return to the gold 
standard, and in spite of many glaring 
defects this step was probably a neces- 
sary one. The instability of the gold 
standard is one of the most serious of 
the world’s economic problems, but the 
only other important proposal, that of a 
“managed currency,” whether meri- 
torious or not, is one for which public 
opinion was clearly not ready. 

A word of explanation is necessary 
to make clear that there is no real 
inconsistency between this approval 
of areturn to the gold standard and the 
criticism previously advanced against 
the deflation policy pursued in many 
countries. The two issues are entirely 
distinct. For example, in the fall of 
1923 inflation in Germany was a fact 
to be accepted. Return to the gold 
standard was important, but it did not 
involve deflation of the currency. 
Stabilization of the outstanding cur- 
rency was accomplished without lower- 
ing prices in terms of that currency. 
A new money—the rentenmark—was 
introduced, which was held stable, 
and exchanged for the old money at 1 
to 1,000,000,000,000. The sufferings 
from inflation were enormous, but the 
sufferings that any considerable amount 
of deflation would have caused and 


| which would have been tragic were 


avoided. 

Similarly England could have re- 
turned to the gold standard, had she 
desired to, without the strain of defla- 
tion. It would have meant a new rela- 
tion between the pound and the dollar, 
e.g. $4.50 instead of 4.8665, and putting 
slightly less gold into the pound than 
hitherto, but the gold standard would 
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107 
have been restored. Also in France ; 
and in Italy deflation has not been 
necessary as a preliminary to returning _ 
to the gold basis. The advocates of 
deflation have, of course, believed it 
wise, but the gold standard could have 
been restored and maintained without — 
it. 

This has been a necessary digression ¢ 7 
from the discussion of the 4 _ 


soe 


Conference. Sufficient financial bal 
ance had been secured to make such a _ 
gathering possible. But only a few 
topics could actually be considered, 
and those could be approached only in — 
a most cautious manner. The agenda 
was a sweeping one and might have 
been so interpreted as to include all of 
the economic problems of the world. 
To have done so would have been to 
overwhelm the conference with an im- 
possible burden and to wreck it by | 
rousing irreconcileable antagonisms. — 
The groundwork had been carefully 

laid for the meeting and common sense 
prevailed in its organization and direc- 
tion. Its report was adopted unan- 
imously, and went farther in its dec- 
larations than any one had believed 
possible. The statement that “the 
time has come to put an end to the in- 
crease in tariffs and to move in the 
opposite direction” and that “the 
mutual grant of unconditional most-— 
favored nation treatment as regards 

customs duties and conditions of 

trading is an essential condition of the s 
free and healthy development of com- 
merce between States’’ are in them- 
selves worth the effort and the expense 
involved inarranging forthe conference. ‘ 


5 


LIMITATIONS OF THE CONFERENCE 

But it would be a disservice to over- | 
look the limitations of the conference. 
One of the most serious difficulties en- 
countered by any advance movement 
is the enthusiasm of those who hail it 
as a complete and immediate solution 
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of all ills. Locarno and Thoiry were 
long steps in advance, but their work 
has been hampered by those who saw 
no difficulties in carrying out their 
policies and who are now disheartened 
| ‘Sin the inevitable friction and delay. 


Similarly no immediate solution can be 
- found for much of the world’s eco- 
nomic distress. The war ended in 
1918, and only by 1927 were finances 
sufficiently under control to permit an 
economic conference, although a con- 
ference in 1920 had formulated the 
financial principles. This study has 
failed in its purpose if it has not made 
clear the extreme difficulty and com- 
plexity of the present situation and the 
vast amount that remains to be done. 
Quick results need not be anticipated. 

Many questions could not even be 
touched upon in the discussions. The 
growth of population and its migration 
are important, but the topic had to be 
avoided. International indebtedness 
is one of the most pressing issues before 
the world, but no reference could be 
made to it. Attention must soon be 
given to the distribution of the world’s 
supply of raw materials, but the time is 
perhaps not ripe for a general confer- 
ence on the subject, and probably there 
is not yet enough agreement on the 
question even among the experts. 
Such limitations are important, and to 
record them is not at all an adverse 
criticism of a highly important con- 
ference which did far more than could 
have been expected and which has pre- 
sented an epoch-making report. 

A second warning to be uttered is 
over the long delay that must be ex- 
pected before even the limited recom- 
mendations can be carried into effect. 
Some of the issues covered in the report 
may present few difficulties and will 
perhaps be acted upon with a minimum 
of delay. But the general question of 
tariff reduction is complicated by senti- 
ment and by prejudice, by budget 
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needs and by currency fluctuations, 
by economic rivalries and by politica} 
ambitions. The upward movement 


of tariffs has acquired a tremendoys | 


momentum in all parts of the world and 
this movement will be hard to check 
Public opinion must be mobilized. |p 
the meantime industries have beep 
developed and vested interests have 
acquired so strong a foothold that they 
will be hard to dislodge. As fast as 
international trade gains ground and 
exports grow, alarm will be felt and 
there will be demands for even higher 
tariff barriers instead of for their 
reduction. Finally it must not be for. 
gotten that the members of the con- 
ference, though appointed by their 
respective governments, were not au- 
thorized to bind their governments to 
any course of action. Nominally at 
least the report is merely the expres- 
sion of their views as individuals. 


Tue INTERNATIONAL CHAMBER OF 
COMMERCE AT STOCKHOLM 


One of the most important contribu- 
tions to the Geneva Conference was 
the work of the International Chamber 
of Commerce which gave its support, 
and through its committee reports, its 
delegates to the conference and other- 
wise, rendered invaluable assistance. 
The conference at Geneva ended on 
May 23 and on June 27 the Inter- 
national Chamber of Commerce met at 
Stockholm for its fourth biennial meet- 
ing, previous conferences having been 
held at Paris, Rome and Brussels. 

It would be hard to exaggerate the 
significance of the work being done by 
this body of leading business men whose 
efforts constitute one of the most im- 
portant influences making for inter- 
national peace. That they failed to 
consider some questions is to be ex- 
plained by the difficulties of the prob- 
lems themselves. That their business 
interests may affect what they do is to 


ar 
4] 
q 


at 


Eve 


a bee 
be 
end 
not 
quo 
Cha: 
diat 
— part 
the 
thei 
exce: 
an € 
evel 
othe 
orgs 
lowe 
ing 
we hap: 
beer 
< 
up 
bod: 
wha 
rous 
A actic 
nece 
bot] 
to 
nom 
gove 
have 


beexpected. But that their work is of 
tremendous value cannot for a moment 
be denied. The Trade Barriers Com- 
mittee of the International Chamber of 
Commerce presented one of the most 
yaluable of the many documents avail- 
able at the Geneva gathering. At 
Stockholm the report of the World 
Economic Conference was heartily 
endorsed and many of the points 
stressed in it were repeated, though 
not in identical phraseology. 

One of the resolutions only will be 
quoted, the one which states: 


The Congress (of the International 
Chamber of Commerce) wishes to lay spe- 
cial emphasis on the necessity for an imme- 
diate lowering of the excessive tariffs, 
particularly where the need is most urgent 
and the dangers of prolonging the present 
situation are more severe and appeals to 
the Governments of all nations to direct 
their policy towards early reduction of such 
excessive tariffs. 


Critics can at once point to the use 
of the word “‘excessive”’ in this resolu- 
tion. Of course, every one objects to 
an excessive tariff, or to anything and 
everything that is excessive. On the 
other hand, one cannot expect such an 
organization to favor the immediate 
lowering of all tariffs. Some qualify- 
ing adjective was necessary, and per- 
haps no more suitable one could have 
been found. 

Resolutions passed at Geneva and 
at Stockholm are not in themselves 
important. Resolutions never are. 
Everything depends on whether the 
bodies who passed them really meant 
what they said and on their ability to 
rouse public opinion and governmental 
action in their own countries. This 
necessity was strongly emphasized at 
both gatherings, and it is encouraging 
to notice that since the World Eco- 
nomic Conference a large number of 
governments and of business bodies 
have endorsed its resolutions. Some 


of these endorsements have been com 
plete while others have been cautious — 
and qualified, but they have been given. _ : 
ae! 


There is considerable ground for 
optimism. 


TarirF Repuction Must Come 
SLOWLY 


Two warnings are important. One _ 
is that in any case action must be slow. 
The upward momentum cannot imme- © a 
diately be checked and the movement 
reversed. Since last May German 
tariffs have been raised and at present 
(September, 1927) American exporters _ 
are voicing alarm over the proposed _ 
new French tariff law whose schedules 
they declare are prohibitive. Onlya 
short time ago, Poland announced 
sweeping increases of import duties ; 
applicable to all countries with which 
commercial treaties had not been con- 
cluded. Each new increase of imports 
into the United States stimulates a 
demand for higher import duties here. 

A second consideration is that the 


reduction of tariffs, even though / 


complished, is not a panacea. The 
arguments are not all on one side, and 
there are many considerations both 
good and bad that may be urged in 
favor of protection. 

Still more important is the fact thet 
the problems are far too complex and © 
too serious to be completely solved : 
reducing or even eliminating import 
duties. Overcrowding in Italy is be- 
coming too great even though Italian | 
products should be admitted duty _ 
free into every part of the ca : 
Markets for British cotton goods will 
expand if tariffs are lowered, but noth- . 
ing now can alter the fact that the rest. hg 
of the world has industrialized. Repa- _ 
rations payments will continue to 
demoralize coal markets. Taxes will _ 
still be heavy. It is very uncertain — 
whether the existing international debts 
could all be paid even though every 
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suddenly disappear. 


Tue CoNnFERENCE AT New YorkK 


Quite different was the gathering of 
bank presidents at New York in the 
summer of 1927. Governor Norman 
of the Bank of England, Governor 
Schacht of the Bank of Germany and 
Deputy Governor Rist of the Bank of 
France met Governor Strong of the 
Federal Reserve Bank of New York. 
_ Codperation between these great banks 
is not new. It was definitely recom- 
mended by the Genoa Conference of 
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Bank Rares or Discount 


~ 


been accomplished only with great 
effort. Then, too, there has beep 
from time to time a shortage of gi. 
culating capital in many countries 
New debtor relationships have beep 
established and the direction of inter. 
national trade has been shifted. Ajj 
this has placed strain on the world’s 
economic structure, a strain that has 
shown itself in a variety of ways, 
Among them have been the effects 
on interest rates, foreign exchanges 
and gold movements. 

Bank rates of discount in five im. 
portant countries have been as follows: 


(Average for Each Period Given) 

United United 

France | Germany Italy Kingdom | Stand 

1923. 5.00 38.48 5.50 3.49 4.48 
di 6.52 9.15 6.46 4.57 3.42 
6.58 6.74 7.00 5.00 3.84 
tebe 6.50 5.00 7.00 5.00 4.00 


1922, and has been going on for some 
time. 

Comments on this 1927 meeting are 
difficult. What brought the bankers 
together is not known. No announce- 
ment has been made of what they 
accomplished. Yet an outsider may 
be permitted a few comments even 
though he cannot be sure of what 
occurred. There were obvious diffi- 
culties facing the various countries 
represented, and doubtless they re- 
ceived attention. The money and 
banking problem was as follows: The 
destruction of fixed capital during the 
war was less than is often imagined 
and already a large amount of it has 
been replaced. Nevertheless, there 


were huge losses, and restoration has 


later, it rose to 6 per cent in May and 


In this table the rate for the United 
States is that of the Federal Reserve 
Bank of New York for 60 to 90 days’ 
commercial paper. For each of the 
others it is that of the central bank. 


Many Features SHown 


There are many interesting features 
shown, but only a few need be noted. 
The rate in France was fairly high 
from 1924 to early 1927, but with the 
very large supply of liquid funds in 
the Paris Market has dropped to 5 
per cent this year. The German rate 
was extremely high during the strain 
of 1923 and 1924, but fell steadily, 
until it became 5 per cent in January, 
1927. Then, for reasons discussed 
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year. 


remained for some time. The British 
rate is not very high, and has been 
lowered to 4.5 per cent this year, but is 
considerably above that of four years 
ago. In the United States rates have 
for several years been lower than those 
in any of the other countries, and were 
lowered to 3.5 per cent in August last. 

A thorough interpretation of these 
rates would be a long task, but a few 
outstanding points may be briefly 
stated. Rates in the United States 
have been persistently low for two 
main reasons. One is the large supply 
of funds available for both long time 
and short time investment. America 
is large, business activity has been 
great, and our shift to the status of 
a creditor nation has tended to pile 
up these investments funds in large 
amounts and to depress interest rates. 
The second reason has been the per- 
sistent flow of gold to the United States 
in spite of the low interest rates pre- 
vailing there. Exchange rates have 
remained at levels which have made 
the importation of gold profitable. 
The extent of these movements is 
shown by the following chart taken 
from the Federal Reserve Bulletin of 
October, 1927. 


MUONS OF DOLLARS 
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then to 7 per cent in October of this 
During several years the Italian 
rate rose to 7 per cent, where it has 


Inriux Causep ProsLeMs 


This persistent influx of gold has 
raised problems for Europe and for the 
United States. European countries 
cannot afford to let their gold flow out 
in unlimited amounts, yet the pull has 
been strong. As the gold comes to 
America there is constant danger that 
it will be used as a basis for inflation, 
that the price level will be raised and 
serious consequences follow for us and 
for Europe, if the situation gets beyond 
control. 

It is worth while to emphasize the 
difficulties this creates. At the present 
time there are many who feel that there 
is too great a credit expansion in the 
United States. They contend that 
quotations on the stock market are 
unduly high and that money rates are 
too low; that action should be taken 
to stop the movement; that rates should 
be raised. 

There are many facts in the situation 
to support this view, but the remedy 
is not easy. If rates are raised in New 
York to check expansion there will be 
two results, both of which are impor- 
tant. One will be to check foreign 
borrowing there with certain conse- 
quences in Europe as well as with us. 
On the whole this would be a good 
thing, since the present trend of foreign 
borrowing is unwise and must in time 
be checked, for the sake of both Europe 
and ourselves. Yet the other effect 
would perhaps be more serious. If 
the rates in New York had been raised, 
or even if they had not been lowered in 
August funds and perhaps even large, 
amounts of gold might have been with- 
drawn from London increasing our gold 
imports. This would have been par- 
ticularly serious for England and could 
have been avoided only if the rates in 
London had been raised. 

Notice next the situation in France. 
From 5 per cent in 1923 the rate rose 
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to 7.5 per cent in July, 1926, and has 
since returned to 5 percent. Funds for 
short-time investment have been abun- 
dant in Paris,—in fact they have prob- 
j ably been dangerously so, as has been 
Bs suggested above (p. 71). The French 
3 government and the Bank of France 
; not only have a large supply of funds 
in France but they hold, it is said (in 
August, 1927), about £80,000,000 in 
sterling exchange and %600,000,000 
in dollar exchange, a total that is 
equivalent to about one billion dollars. 
The trend of funds, and consequently 
of gold movements, has for many 
months been toward France. 

This pull has not been strong enough 
to have a serious effect on New York, 
but has been very serious for London. 
It must be remembered that London 
has for decades been the great financial 
center of the world. It has been a 
free gold market, i.e., gold has been 
allowed to enter or leave England as 


business needs, reflected in current 
interest rates, dictated. Very little 


arbitrary control has been exercised. 
As a great center for foreign trade and 
for investment this policy has been 
important. A return to the gold stand- 
ard, to the old free market policy has 
been significant to British prestige, 
but it has its perils. A glance at the 
British balance of payments given 
above (p. 90) shows England’s weak- 
ened position. With the serious in- 
dustrial depression that has persisted 
since 1920 and with the other problems, 
to which reference has been made here 
and there in the preceding pages, a 
; complete return to the old policy has 
not yet been possible. The gold stand- 
ard of 1925 and since differs greatly 
from that of pre-war days. Gold 
cannot be allowed to leave London as 
freely as before, and when outward 
movements of any size occur they are 
a cause for concern. 
_ The accompanying chart taken from 
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Lloyd’s Bank Monthly of August, 1997, 
shows the gold movements into and 
out of the Bank of England for severg] 
years past. 

Only one point need take our at- 
tention. Notice the sudden large 
movement of gold to France in 1997, 
a withdrawal that caused a sharp 
criticism of French financial policy, 
British exchange was not strong. The 
French decision to import coal only 
under license (already referred to) 
and this withdrawal of gold from Lon- 
don may have been entirely warranted 
from the Paris viewpoint, but it created 
a serious situation for London. Any 
check to England’s coal exports would 
weaken sterling still more, as well as 
cause trouble in the coal industry. 
Withdrawals of gold were serious, as 
the Bank of England could not afford 
the loss. The British discount rate 
had been reduced to 4.5 per cent in 
April and an increase to 5 per cent, or 
conceivably higher, would have been 
a serious matter. Employment has 
increased somewhat, but the industrial 
outlook is very discouraging and a 
higher interest rate in London would 
appreciably increase the cost of doing 
business. 

What attention was given to the 
problem at the New York gathering 
has not been announced. It is known, 
however, that shortly after that meet- 
ing the reserve bank rates in the 
United States were reduced from 4 
per cent to 3.5 per cent, and it is said 
that this was done by one reserve 
bank on orders from the Federal 
Reserve Board and over the protests 
of its local board of directors. 


STRAIN ON LONDON RELIEVED 


The strain on London was relieved. 
There is at least a lessening of the 
tendency of gold to leave England, 
sterling exchange has been strength- 
ened, and the discount rate of the Bank 
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while they can. Nor can he look 


of England will presumably not have 
to be raised for the present. But 
critics point out that two unfortunate 


consequences follow. 


portions. Another is that foreign 


borrowers are again rushing to the 
New York market for loans and 


that American lending abroad, al- 
ready too large, will be unwisely en- 
couraged. 

This recital has not been for the 
purpose of criticising adversely any 
decision that may have been taken at 
the bankers’ conference referred to. 
Under all the existing conditions it 
may have been wise. No thoughtful 
observer can criticise hastily the French 
policy of strengthening their position 


This summary of European economic 
life has many gaps, some of which have 
been filled by distinguished contribu- 
tors, whose articles follow. But 
enough has been said to impress the 
reader with the complexity of the many 
problems and to guard him against any 
hasty generalizations about recovery or 
decline. With so many facts and 
forces involved, forecasts should be 
made only with the greatest of caution. 
Yet there are a few suggestions that 
follow from our analysis, and they 
should be stated. The first is the 
question of Germany’s capacity to 
meet her accumulated external obliga- 
tions. 


GERMANY AND HER OBLIGATIONS 
It will be recalled that the German 


government is still nominally obligated 
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One is that the 
low rates in the United States are an 
encouragement to further speculation 
that has already reached serious pro- 


eliminated. 


CHAPTER X 


A Few 


without concern on any additional 
tension in England. The network of 
international economic life is an intr. 
cate one, and an important action 
taken in any country is a matter of 
general concern. 

One conclusion clearly emerges. [t 
is that the situation is still highly deli- 
cate. Attempts at improvement made 
during the summer of 1927 have been 
in the right direction. Exchange of 
views, a realization of the nature of the 
problem, agreements on general prin- 
ciples and lines of action, decisions 
made with reference to the common 
good rather than for the immediate 
gain of a single country, are all com- 
mendable. But it would be a serious 
error to conclude that what has been 
done has solved all the problems, or 
that difficulties have been entirely 


to pay a total of 132,000,000,000 gold 
marks (%33,000,000,000) under the 
agreement of May, 1921, and that to 
date even the interest on that amount 
has not been collected, for the obvious 
reason that its total at (say) 5 per cent 
is 6,600,000,000 gold marks ($1,650,- 
000,000). Such an amount has not 
been and is not now within Germany’s 
capacity. Whether unpaid interest is 
accumulating and is to be added to the 
principal sum is not clear. 

If so, the debt is getting larger, not 
smaller, and there is little prospect 
that it can ever be paid. The Dawes 
plan contemplates a minimum pay- 
ment of 2,500,000,000 marks ($625,- 
000,000) in 1928-29 and thereafter, but 
observers are at present very doubtful 
whether even this minimum is a pos- 
sible one. It seems safe to say that 
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— or later the uncertainties about 
the total obligation will be cleared 
away, either by designating a smaller 
principal sum or by naming the number 
of years during which the required 
annual payments must be continued. 
For the present discussion it will be as- 
sumed that no more than 2,500,000,000 
marks per annum are to be demanded. 

This payment involves two distinct 
steps. One is to collect the necessary 
sums within Germany by some form 
of taxation. The second is to transfer 
these sums to Germany’s creditors. 
We are discussing especially the exter- 
nal debt of the government, but service 
charges on private debts must in prin- 
ciple be met in the same way. A given 
German corporation whose bonds are 
held abroad must first collect within 
Germany the amounts required for in- 
terest payments and must then pur- 
chase the foreign exchange needed to 
pay the bondholders abroad. 

A reference to some of the data al- 
ready given shows several facts. One 
is that the German trade balance has 
been steadily adverse and as yet shows 
no tendency to reverse itself. Another 
is that the balance of payments which 
includes both visible and invisible items 
indicates that Germany—not the gov- 
ernment, but Germany as a whole—is 
not making external payments, but is 
continuing to borrow abroad. Ex- 
ternal obligations are increasing rather 
than being paid. 


Reica BupGcer Dericits 


Next it will be recalled (see p. 49) 
that the budget of the Reich does not 
balance. Each year since the fall of 
1924, there has been a deficit which has 
been met by loans or by drawing on 
surplus. The estimates for 1928-29 
call for a transfer of 200,000,000 marks 
from surplus, 190,000,000 marks from 
reserve or working fund and for a pro- 


loan of 466,400,000 marks. 


These three items give a total of 856,- 
400,000 marks, the total by which 
estimated expenditures will exceed es- 
timated receipts. Whether the budget 
could be balanced is for experts in 
Germany, perhaps for Mr. S. Parker 
Gilbert, Agent General for Reparation 
Payments, to say. He believes a real 
balance can be secured if matters are 
taken in hand. We shall assume that 
he is right. Thus far there has not 
been an actual excess of ordinary re- 
ceipts over expenditures and there will 
at some time be an end to borrowing. 
When that time comes the tax burdens 
will be all the heavier because of the 
accumulated debt. 

In this connection it is well to exam- 
ine the accompanying diagram showing 
the composition of the German annuity 
under the Dawes plan. It is taken 
from Mr. Gilbert’s latest report. The 
year 1927-28 is the one in which the 
payments from the transport tax, from 
the industrial debentures and from the 
railway bonds attain a maximum. 
Total payments are to increase from 
1,750,000,000 marks to 2,500,000,000 
marks in 1928-29, but all of this 750,- 
000,000 marks increase must come 
from the general budget, i.e., in the last 
analysis from taxation. 

For 1927-28 the estimated expendi- 
tures exceed the anticipated receipts by 
856,400,000 marks. If expenditures 
are not reduced in 1928-29 and if the 
budget is really made to balance, then 
the government must raise additional 
taxes amounting to this sum plus the 
extra 750,000,000 marks needed for 
reparation payments, or a total of 
1,606,400,000 marks more than the 
estimates for the current year. This is 
an increase of some 20 per cent. If 
expenditures should grow as is more 
likely to be the case, still more must be 
added. 

Collection within Germany of the 
amounts required may be difficult, but 


nal 
of 
ri- 
ion 
of 
It 
li 
de 
el 
of 
he 
he 
ns 
| 
us 
en 
or 
ly 
to 
us 
| 
it | 
: 


Be 


ANNaLs or THE AMERICAN ACADEMY 


of the 
German Annuity under the Experts’ Plan’. 
(In Millions of Gold Marks) 
Budget 
ly ay 500 
aL) Supplement- 
Contri 
ivefs 1925 - 26 300 
Transpo! T 
290 290 
Transport Tax Interest and Interest and 
Tax 290 Amortisation Amortisation 
250 a the on the 
yerman 
Industrial Industrial 
German interest on the German } Debentures 
Loan 1924 125 Industrial 
= 350 Interest Interest 
Interest and and 
on the Interest Amortisation Amortisation 
Sevmen on the on the on the 
Rail Rail 
bina 550 660 660 
200 
1,000 1,220 1.500 1,750 2.5003 


' The Annuity year runs from September Ist to August 3ist. 
2 The Plan fixed the third Annuity at 1,200 million — marks. It provided, however, for two contingent 


supplementary contributio able from the German i Annuity 
amousting in the aggregate to 600 million gold “ley 


3 to increase as from 1929-30 
ieee ¢ as onwards, depending on the index of prosperity described in 
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the much 1 more serious 
problems. Attention has been called 
to the fact that the trade balance and 
the balance of payments are both ad- 
yerse, and that thus far payments 
have been made only out of borrowed 
funds. ‘The accompanying chart show- 
ing the movement of imports and ex- 
ports since the fall of 1924 makes this 
abundantly clear. It is taken from 
Mr. Gilbert’s report of June 10, 1926. 


have increased, notably Panel of raw 
materials, a change that appears grati- 
fying. It suggests the manufacture of 
a large amount of products which may 
be sold abroad and thus aid in repara- 
tion payments. Inquiry shows, how- 
ever, that these materials have been to 
a large extent cotton, wool, coffee, and 
rubber, the orders for which have been 
based on a revival in domestic demand. 
Careful questioning in Germany during 
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In 1926 exports at times exceeded 
imports, thus giving an occasional 
favorable trade balance. This was not 
brought by any great increase of ex- 
ports, but almost entirely by a decline 
inimports. Still more important is the 
fact that this decline occurred largely 
in raw materials, that is in those arti- 
cles which are necessary if German 
factories are to manufacture goods to 
be exported for reparation payments. 
This is shown by another chart from 
Mr. Gilbert’s report giving the imports 
classified into the three leading groups. 
Notice the trend in the different groups 
through 1926. 


A 


INCREASED Imports 


Next observe the movement during 
the early part of this year. Imports 
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the last summer revealed little or no 
confidence among either German or 
foreign observers that any important 
amount of these newly manufactured 
goods would go to foreign markets. 
Moreover, there was a great deal of 
concern about the domestic market, 
some people fearing that its demands 
had been overestimated and that many 
of the goods could not be sold. 

There is, therefore, no recorded 
growth in exports that demonstrates an 
ability on the part of Germany to meet 
her foreign obligations and little pros- 
pect of an expansion of her exports in 
the near future. What the distant 
future may hold no one can say with 
certainty, but developments to date 
suggest that nothing phenomenal is in 
sight. 
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Another way of stating the situation 
is through reference to the financial 
markets where the developments of 
1927 have been important. Early in 
the year the discount rate of the 
Reichsbank was 6 per cent, while the 
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current market rate for loanable funds 
was considerably lower, so much sg 
that the Reichsbank was out of touch 
with the market and unable to control 
it. Accordingly in January the bank 
rate was lowered to 5 per cent. This 
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brought the Reichsbank closer to the 
market. At the same time and as a 

of the general financial policy it 
was decided definitely to discourage 
foreign borrowing. Accordingly the 
exemption of foreign loans from the 
income tax of 10 per cent collected at 
the source, an exemption that had for 
some time been allowed, was discon- 
tinued. This at once removed a dis- 
crimination in favor of borrowing 
abroad and encouraged the flotation of 
loans in the German domestic market. 


INFLUX OF ForEIGN FuNDs 

Up to this time there had been for 
many months a strong flow of foreign 
funds into Germany. Also it had been 
believed that the accumulation of 
domestic savings was large enough to 
permit the needs of the market to be 
met more fully at home, a change much 
to be desired. 

. A few months showed that there had 
been a serious misapprehension of the 
facts. Ease in the German market had 
apparently been due more largely to 
the inward movement of foreign funds 
than had been realized. The lowered 
discount rate was soon followed by an 
outward movement of funds and with 
unfortunate consequences. This move- 
ment meant, of course, a demand for 
foreign exchange. The mark declined 
in value in five months, the Reichsbank 
lost about a milliard marks ($250,000,- 
000) of its supply of foreign exchange, 
and even a slight amount of gold was 
exported. 

Also the stock market nearly got out 
of control and in May, when the finan- 
cial leaders took it in hand, there was 
a crash of serious proportions. This 
was followed on June 10, 1927, by a 
restoration of the bank rate to 6 per 
cent and by a resumption of the policy 
of exempting selected foreign loans 
from the 10 percent tax. The drain on 
the Reichsbank was checked and for- 


eign borrowing was renewed, the first 
important flotation being a bond issue 
of Berlin for 70,000,000 marks sold in 
London. In October the bank rate 
was raised to 7 per cent. 

This helps us to understand the 
position of the Agent General for Rep- 
aration Payments. Reparations are 
paid partly in kind and partly in cash. 
Both kinds of payments affect the 
foreign exchange market. Payments 
in kind, e.g., coal, are made with ex- 
ports whose sale abroad would other- 
wise furnish the market with a supply 
of foreign funds (say dollars or pounds). 
Since they are not sold in the usual 
manner, the money market has a sup- 
ply of foreign exchange that is much 
smaller than it would otherwise be. 
Payments in cash affect the market in a 
more obvious manner, since the Agent 
General must from time to time make 
purchases of exchange as he makes his 
remittances to the Reparation Com- 
mission. 

Nominally the reparation charge 
against Germany is a sort of prior 
claim, but practically it cannot be so. 
Foreign exchange in Berlin is demand- 
ed by various groups. First are the 
importers of food and of raw materials. 
Unless they can purchase exchange, 
supplies of food are cut off and the raw 
material needed for the factories will 
not be available. Second may be 
mentioned those German _ borrowers 
who must regularly make interest pay- 
ments abroad. Unless they are able to 
remit these sums when due, foreign 
investors will lose and new foreign 
loans cannot easily be floated. 


DEMAND FOR REPARATION PAYMENT 


Third and last of the important de- 
mands is that of the Agent General for 
Reparation Payments. Unless a fair 
amount of exchange is available for the 
other two groups German economic 
life will suffer and future reparation 
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payments will be imperilled. This in 
itself is sufficient to compel caution 
on the part of the Agent General. But 
there is the further obligation imposed 
on Mr. Gilbert not to make transfers if 
by so doing he will threaten the stabil- 
ity of the mark. To make payments 
to the Reparation Commission he must 
offer marks for foreign exchange, e.g., 
for dollars or pounds. If the supply of 
these is scarce his offer will raise their 
price in terms of marks or (conversely) 
depress the mark. His purchases must 
be cautiously made. 

His problem during the early part of 
1927 is not hard to understand. The 
financial situation just described was 
not an easy one for him to meet. He 
must, of course, pay first of all the 
charges due on the external loan floated 
as the first step under the Dawes plan. 
Beyond that he can go only so far as 
the supply of exchange permits. His 
purchases during the first six months of 
this year, though not large, caused 
serious criticism on the general ground 
that market conditions were not favor- 
able. Funds were going out of the 
country, quotations for the mark were 
low and even gold was being exported. 
Such conditions place a sharp limita- 
tion on what he can do. The situation 
was relieved by raising the discount 
rate and by encouraging further loans 
abroad. These loans, though not ob- 
ligations of the German government, 
do furnish an additional supply of 
foreign exchange for the Berlin market 
from which purchases can be made. 
But this method of meeting the 
situation carries with it certain conse- 
quences. The tension is momentarily 
relieved, but the problem is merely 
postponed and in fact is made worse in 
several ways. The new loans bring an 
additional debt service which must be 
met in the future, and this service 
places still more of a burden on the 
exchange market. Still more exports 
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will be needed to meet external pay- 
ments. Also the encouragement to 
imports may create a problem. If the 
funds available from the new foreign 
borrowing are used to buy supplies, 
much depends on their nature. If food 
is purchased the food is consumed. If 
raw materials are bought and manu- 
factured entirely for domestic trade, 
the problem we are discussing is not 
solved. Only in case these raw mate- 
rials are manufactured into products 
that are actually sold abroad will there 
be an additional supply of foreign ex- 
change created out of which the raw 
materials can be paid for and repara- 
tion payments made. 


Loans SxHoutp Propuce REVENUE 

There is also involved the question of 
the use to which the loan funds are put. 
Much has been said lately of the im- 
portance of making loans only for pro- 
ductive purposes by which it is meant 
that the funds should be spent only on 
enterprises that will yield an income 
out of which the service charges can be 
met. Thissoundsreasonable. Unless 
a given loan is for a revenue producing 
enterprise it presumably should not be 
made. 

But this raises a host of questions. 
Some loans are only indirectly pro- 
ductive. A loan to stabilize the cur- 
rency is of this sort. Other loans may 
be used for enterprises that will have no 
trouble in meeting their obligations, 
but are in no real sense productive at 
all. This may be true of the loans to 
certain church organizations which are 
not engaged in any productive activity 
but whose memberships may through 
their contributions cheerfully meet the 
debt charges. Then there are loans 
whose proceeds may go, let us say, into 
the construction of new subways or new 
apartment houses in Berlin. These 
enterprises may yield a return to their 
owners but, no matter how successful, 
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they oe add little or nothing to the 
capacity of Germany to make external 
payments. Such payments must be 
made by exports and the activities 
described do not swell exports. 

Still another way to put the ques- 
tion is to observe that the payment of 
reparations must be made in kind or 
in cash. From September 1, 1926, to 
May 31, 1927, the payments made 
were as follows: 


Marks 
To armies of occupation..... 28, 797, 358. 25 
Furnishings to armies....... 25,735, 329.44 


Reparation recovery acts.... 214, 375, 342.73 


Deliveries of coal, coke and 


Transport of same. 25, 644, 223. 84 
Deliveries of dy estuffs ‘and 

pharmaceutical products . 9, 073, 589. 99 
Deliveries of chemical ferti- 

lizers and nitrogenous prod- 

Deliveries of coal products. . . 4, 957, 747. 38 
Deliveries of refractory earths 112, 879. 56 
Deliveries of agricultural 

6, 138, 420. 66 
Deliveries of timber........ 19, 839, 076. 15 
Deliveries of sugar... ...... 4, 111, 825. 10 
Deliveries—miscellaneous ... 127, 497, 281.76 
Deliveries under agreement . $31, 748, 432. 93 
Miscellaneous payments... .. . 966, 252. 12 
Case transfers.............. 184,058, 055.07 

847, 449, 499. 30 


In 1926-27 the schedule called for 
payments of 1,500,000,000 marks and 
in 1928-29 this is to attain a minimum 
of 2,500,000,000 marks, an increase of 
one billion marks. In what form can 
these larger amounts be paid? Not on 
armies of occupation which will pre- 
sumably call for less as troops are with- 
drawn. Not in coal, with European 
coal markets congested and the coal 
industry seriously depressed. Prob- 
ably not through a large growth in 
deliveries of the other articles in the 
list. Many of them are produced in 
the allied countries and their man- 
ufacturers will hardly care to meet 
the competition of enlarged imports. 


A Few ConcLusions 


Huge new engineering projects are 
proposed along the Rhone and the 
Rhine, and in Northern Africa, in- 
cluding a possible railroad across the 
Sahara, in all of which German prod- 
ucts would be used, but these have not 
yet reached the stage of practical im- 
portance. 

It then becomes a question of larger 
cash transfers which, in the table above, 
are only a little more than 15 per cent 
of the total. Even if the amounts 
collected under the reparation recovery 
acts are included as cash, the total is 
only a little over 40 per cent. Can 
cash transfers be increased? Not un- 
less the export balance is increased or 
further loans are floated. As loans 
cannot presumably increase indefi- 
nitely there must be a very large 
growth in exports or a default in certain 
of the payments. And as yet there is 
no indication of a growth in exports. 
This gain in export trade may ulti- 
mately come. If it does, it must start 
soon and be very large. The amount 
of exports must be sufficient to pay for 
foreign raw materials used, and only 
the excess will be available for other 
purposes. If it does not come some 
obligations will be unpaid. Either the 
claims of private investors or the rep- 
arations claims will suffer. Partic- 
ular private investments will for one 
reason or another be poor and certain 
bondholders will lose. But the private 
investors as a group are influential. 
If they have any reason to fear that 
their interests will be imperilled be- 
cause the supply of exchange is inade- 
quate there is little doubt as to what 
will happen. They will demand and 


will in all probability secure a revision 
of the reparation claims. 

All of which is a rather long way of 
saying that the total claims on Ger- 
many are too large and must be reduced. 
How soon it will occur no one can now 
say. It depends more on the readiness 
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of foreigners, especially Americans, to 
buy German bonds than on any other 
one thing. These sales are still con- 
tinuing. 


Tue Orner 


An examination of the other inter- 
national obligations reveals several 
distinct groups of facts. First it is to 
be noticed that of the amounts due to 
the United States government from 
various foreign governments the great- 
er part, about $160,000,000 per year 
out of a present total of about $215,- 
000,000 per year, comes from one coun- 
try,—Great Britain,—whose economic 
condition is perhaps the worst of any 
country in Europe. However, so long 
as the United States demands this 
payment the British will meet it. 

Second is the fact that in accordance 
with the famous Balfour note of Au- 
gust, 1922, the British government will 
insist on payments from its continental 
debtors only to the extent that pay- 
ments must be made by her to the 
United States. Although the note is 
not entirely clear on the point, many of 
the British understand that this in- 
cludes reparation claims against Ger- 
many as well as claims against other 
governments. The British have not 
contended, however, that their pay- 
ments to the United States depend on 
receipts from their debtors. 

Third are the continental debtors to 
the United States and Great Britain 
whose position in general is one of 
intense dissatisfaction. Settlements 
have been negotiated with all of them 
and ratified by all except France, but 
two ideas persist in their attitude. 
One is that payments ought not to be 
demanded to such an extent that their 
currencies will be depreciated by the 
transfers. The other is that the agree- 
ments should be left open to revision in 
case reparation payments from Ger- 


From the standpoint of the United 
States the matter is in itself of only 
moderate importance. The settle. 
ments with the thirteen debtor govern- 
ments call for annual payments of 
about $215,000,000 at present and 
increasing to about $425,000,000 per 
annum later. The first amount is 
about one-fourth of 1 per cent of the 
annual income of the people of the 
United States, is equal only to some 
5 per cent of the annual expenditures of 
the Federal government, and is about 
5 per cent of our total foreign trade. 

But we have noticed that the ques- 
tion of German reparations cannot 
be divorced from the larger issue of 
Germany’s total foreign indebtedness, 
both public and private. Similarly ac- 
count must be taken not merely of the 
amount due our government but of the 
total sums due both the government 
and private investors from all classes of 
foreign debtors. The amount due per 
annum on foreign investments is esti- 
mated by the Bureau of Foreign and 
Domestic Commerce as $688,000,000 
for 1926, a total so large as to be very 
important. 

We found that Germany as a country 
is not yet paying its foreign obligations, 
but is increasing its indebtedness by 
continued borrowings. Similarly the 
world is not paying interest to the 
United States, but Americans are each 
year adding to their credits abroad by 
an amount more than equal to the 
interest due. Only one of the more 
important European countries can 
fairly be said to be meeting its obliga- 
tions. That one is Great Britain, and 
the strain under which she labors is 
shown by her balance of payments 
(see p. 90). A large part of the world is 
paying its debts out of new loans. 

Just how long this can continue no 
one can be sure, but presumably there 
is a limit. And even if the foreign 
investments of the United States con- 
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tinue to grow dei an indefinite number 
of years to come there will probably be 
times when the pace will slacken. 
There will be years when the volume of 
new foreign issues floated in the United 
States markets will be less than at 
present and probably less than the 
annual sums due us. 

This will create difficulties on both 
sides. For foreign debtor countries it 
will mean the strain of real payments 
with its possible effects on the ex- 
changes. For America it may mean 
the receipt of actual payments in the 
form of a large import balance of trade 
which may demoralize certain indus- 
tries. Or if the imports do not come it 
will be because of defaults on pay- 
ments with consequent losses to in- 
vestors. 
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Is a Crisis Comine? 


‘Those who say that the debts thus 
far are being easily paid and received 
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overlook the fact that no real payments 
have been made. There has been no 
actual test. No one yet knows from 
experience whether debtors can easily 
pay and creditors easily receive. But 
the earlier chapters of this study raise 
serious doubts and support the more 
pessimistic view. It is highly probable 
that a crisis will come before very long 
and that an extensive liquidation will 
take place. Obligations have been 
piled so high that some cannot be met. 
When this is widely recognized the 
crisis is on. 

When it may come, what will pre- 
cipitate it and how serious it will be no 
one can say with assurance. Probably 
more depends on conditions in the 
United States than on any one factor, 
and further inquiry would mean an 
investigation of business, financial and 
investment conditions here. This is a 
huge question in itself and is not a part 
of this study. 
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N the conclusion of the European 
war, a general desire prevailed in 
almost every country to return to pre- 
war conditions. Experience has since 
shown, however, that the problems 
created cannot thus be solved. 

As a result of the disastrous years 
from 1914 to 1918, the whole of the 
map of Europe had been changed and 
pre-war frontiers completely altered. 
Certain countries had ceded large 
tracts containing valuable raw mate- 
rials; other countries had gained at the 
expense of their neighbors and with the 
assistance of newly acquired assets 
were entering the export markets of the 
world to a much greater extent than 
previously. Each country, with the 
knowledge gained during the war, was 
endeavoring to become self-supporting 
and foster its incipient industries 
artificially by means of tariff barriers, 
ignoring the economic fact that if a 
country frames its tariff laws to 
exclude the products of another coun- 
try, it cannot expect to dispose of its 
own goods. The currencies of most of 
the European countries were in a de- 
plorable condition; the reparations 
question was exercising the minds of 
economists in all countries; Russia 
could not be considered as an importing 
and exporting country, while the con- 
siderable amount of interest, which 
before the war had annually flowed 
into European finance from Russia 
and America, had ceased and instead 
almost every European nation had 
become financially indebted to America. 

Clearly, it was impossible for the 
New World, under the altered condi- 
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tions, to hold aloof from and take no 
interest in the conditions which ob- 
tained in the old. A Europe, impov- 
erished and weakened and owing vast 
sums of money to America, must prove 
a source of menace, until the situation 
became more stabilized. 

Though the politician may be 
swayed by national considerations, the 
trader must look beyond national 
barriers. To the merchant and the 
manufacturer it is evident that their 
prosperity is dependent upon the 
prosperity of their customers, even 
though they are on opposite sides of a 
frontier or an ocean intervenes. 

The economic truth that no nation 
can sever itself economically from the 
rest of the world, no matter how 
flourishing internally it may appear to 
be, led a number of important business 
men in America to conceive the idea of 
concentrating the economic opinion of 
both the New and Old World and 
bringing together in conference those 
whose task it was to guide the forces 
of industry, commerce and finance in 
every country. It was, of course, high- 
ly improbable that this opinion, col- 
lected from all quarters of the globe, 
not only from America and Europe, 
but also from the Far East would be 
harmonious or prepared for complete 
coéperation. But it was surprising to 
see how, when economists and practical 
business men from all quarters of the 
globe came together and joined in 
friendly discussion on points which 
concerned them as men of business and 
not as politicians, they found them- 
selves fundamentally in agreement. 
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Appropriately enough, in view of the 
fact that the idea was conceived by the 
Americans, the first meeting, from 
which the International Chamber took 
its rise, was called at Atlantic City in 
1919. The work was completed the 
following year in Paris at a congress, 
presided over by Monsieur Etienne 
Clementl, a distinguished French 
business man and a former minister of 
justice in the French Cabinet. At 
this congress, the Chamber received 
its charter and constitution. Mon- 
sieur Clement! was elected president. 


GROWTH OF THE CHAMBER 


From this beginning, the Chamber 
has grown, both in membership and 
influence in the economic world. The 
total membership in June, 1921, on the 
occasion of the London Congress, was 
728. This number had increased to 
1,022 in June, 1922. At the Rome 
Congress in 1923, the number was 
1,308, and by June, 1924, the total was 
1,630. At the Brussels Congress in 
1925, the number was 2,139, which 
was subsequently increased to 2,572 
in September, 1926, whilst the total 
in August of the present year, when 
the Stockholm Congress was held, was 
2,959. 

Although it has no connection with 
any government, yet perhaps for that 
very reason, it can discuss any im- 
portant international question with 
more freedom and detachment than 
would obtain were political considera- 
tions to enter into the case. The 
league of Nations was prompt to 
realize the value of the assistance of 
such a diversity of important economic 
interests, and from the beginning, it 
has always been in close touch with the 
Chamber in connection with economic 
matters. Delegates from the Cham- 
ber are invited to be present at 
the international economic and other 
conferences and they have always been 
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willing to render whatever assistance 
they could. 


SUPPORTED BY MEMBERS 


The International Chamber is sup- 


ported exclusively by its own members, 
who comprise practically all the great 
business associations in Europe, Amer- 
ica, Australia and the Far East. No 
fewer than 829 Chambers of Commerce, 
Industrial Associations, Institutes of 
Bankers, Shipping Conferences and 
other economic bodies, whose member- 
ship includes hundreds of thousands of 
the leading business firms in the world, 
constitute the backbone of the Cham- 
ber as organization members. In 
addition, nearly 2,200 large firms and 
corporations are directly affiliated as 
associate members, and receive all the 
documents issued by the Chamber, 
including the valuable reports of the 
various committees. 

The organization members in each 
country are grouped in a National 
Committee. When the Chamber was 
founded, there were five founder coun- 
tries, namely: Belgium, France, Great 
Britain, Italy and the United States. 
The various countries have steadily 
become affiliated, until at the present 
time, there are in all twenty-four 
National Committees; in the United 
States, Australia, Austria, Belgium, 
Czecho-Slovakia, Denmark, Finland, 
France, Germany, Great Britain, 
Greece, Hungary, Indo-China, Italy, 
Japan, Luxemburg, Holland, Norway, 
Poland, Rumania, Kingdom of Serbs, 
Croats and Slovenes, Spain, Sweden 
and Switzerland. Each of these 
National Committees represents all the 
economic interests of its country, and 
full national representation in the 
councils of the International Chamber 
is not secured until the organization 
members of any particular country are 
sufficiently strong and numerous to 
make it certain that when they speak 
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in the name of their country, through 
a National Committee, they will really 
express the views of the economic 
forces of that country as a whole. In 
addition to the above-mentioned 
countries, there are organization mem- 
bers in Argentine, Brazil, Bulgaria, 
Cuba, Danzig, Egypt, Esthonia, Gua- 
temala, Haiti, Latvia, Lithuania, Mex- 
ico, Portugal, Salvador, Siam, South 
Africa, the Sudan, Syria and Turkey. 
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Activities DirEcTED BY THE COUNCIL 


The essentially international charac- 
ter of the Chamber finds expression in 
the composition of the body by which 
its activities are directed—the Council. 
The various committees having full 
economic representation in the Cham- 
ber are all represented on this Council 
in proportion to the importance of 
their foreign trade. Nations come 
under three headings. Those with the 
most extensive foreign trade are in the 
first class and are entitled to send 
three members and three alternates to 
the Council. The second class in- 
cludes countries who are entitled to 
two members and two alternates. 
Nations in the third division each send 
one member and one alternate. 

The Council meets three or four 
times a year, and in the intervals 
between the biennial congresses de- 
termines the general lines along which 
the Chamber’s activity is to be devel- 
oped. The fact that all member 
countries are effectively represented 
on the Council in proportion to the 
extent of their foreign trade and to 
their interest in international economic 
questions, enables the Chamber to act 
in conformity with the spirit underly- 
ing its organization. The decisions of 
the Council are carried out by the 
General Secretariat, which is assisted 
by a consulting body known as the 
Administrative Commission. Each 
country appoints an administrative 


‘Tue ANNALS oF THE AMERICAN ACADEMY 


commissioner resident in Paris, who 
acts as liaison officer between the 
National Committee and the Genera] 
Secretariat. The American Committee 
has been singularly fortunate in the 
choice of its commissioner, Mr. Basi] 
Miles, whose personality and wide 
knowledge of international affairs have 
done much to contribute to the in. 
fluential position which the United 
States hold in the councils of the 
Chamber. 

The Secretary General, Monsieur 
Edouard Dolleans, is the executive 
officer who gives practical effect to the 
principles laid down by the Chamber 
at its congresses and pursued in the | 
intervening periods. To his courtesy, 
tact and grasp of essentials, the 
Chamber is deeply indebted. He is 
assisted in his task by the various 
National Committees, each of which 
appoints delegates to represent it on 
the technical committees formed to 
deal with the various questions on the 
agenda of the Chamber. The resolu- 
tions adopted by these committees are 
supported by the National Committees 


in their respective countries. & 


The Chamber has been particularly | 
successful and has been brought prom- | 
inently before the public of most coun- 
tries in connection with economic | 
questions of general interest, and in 
several instances has been the original 
means of securing concerted inter- 
national action by governments. It 
was, of course, natural that the 
question of the economic restoration of 
Europe should particularly exercise 
the thoughts of the members of the 
newly formed Chamber more than 
anything else. As a result of the 
labors of the Council and the various 
committees, a series of very important 
resolutions were passed at the second 
Congress held at Rome in 1923. In 
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the most important of these, which has 
always subsequently been known as 
the Rome resolution, was laid down 
the broad lines on which, in the view 
of the Chamber, all the work of inter 
national reconstruction must proceed, 
namely: The settlement of the repara- 
tions question on a practical basis, 
involving a general confidence and 
security to all nations concerned; the 
settlement of inter-allied debts upon a 
reasoned consideration, both of the 
present and future capacity of the 
different countries concerned; the es- 
tablishment of sound national budgets 
on the principle that current govern- 
ment expenses should not be met by 
loans nor by paper currency issues; a 
declaration that adequate interna- 
tional credits can only follow and not 
precede the elimination of inflation 
and the attainment of sound national 
finance; and finally a declaration that 
while the stabilization of currencies on 
a gold basis should be the ultimate 
goal, this stabilization should not be 
achieved by artificial means. This 
resolution, backed as it was by the in- 
fluence of the leading economists and 
industrialists of both hemispheres, 
contributed largely to the appointment 
of the Dawes Committee, of the im- 
portance of which in connection with 
the reparations problem we are all fully 
cognizant. 

It is interesting to observe that Dr. 
Alberto Pirelli, who was a member of 
the Dawes Committee and who rep- 
resented Italy at the London Confer- 
ence, was elected president of the 
Chamber at the Congress which was 
held at Stockholm this year, while 
several of its members were closely 
connected with that committee in 
technical and consultative capacities. 

Again, although the reparations 


question was one of primary importance 
in the stabilization of post-war con- 
ditions, 


» much remained and still re- 
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isfied that we are steering a straight 
course through the troubled rapi 

which lie ahead of us in our journey 
toward the smooth waters of complete 
restoration. 


mains to be done before we can be iat 


TRADE BARRIERS 


There are some who are of me * 
opinion that a policy of universal free _ 
trade would go far towards solving the 
difficulties which confront us. This is _ 


has never pursued. International in — 
its character and outlook, it has always 
realized that the needs as well as the 
national economic opinion of individual — 
countries must be considered ——— 
if success in the international field is to 
be attained. The protagonists of this 
school of thought fail to take into con- 
sideration the varying level of economic 
development among the different 
nations of the world. The economic 
relations of one country towards other 
foreign countries must depend on its 
own material prosperity, which in turn 7 
depends on the development of its ow a 
powers of production, either of manu- © 
factured goods or agricultural products. Fe 
On the other hand, there has been a 
post-war desire on the part of almost 
every nation to become self-supporting, 
and this has induced several countries 
to seek to develop industries for which _ 
they are not economically or geographi- _ 
cally suited. Political considerations 
have entered into the question and all © 
kinds of artificial means have been — 
employed, often considerably to the © 
detriment of the consumer who uses 
the goods. 

There has been a wide extension of 
customs, prohibitions and _ injustices 
since the war. Subsequent political 


settlement nearly doubled the 


of independent customs administra- 
tions in Central and Eastern Europe, 
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has been largely in the hands of com- 
paratively new and inexperienced au- 
thorities. The licensing system has 
caused all kinds of delay and uncer- 
tainty, which are most harmful to 
commerce, and, in addition, this has 
afforded ready means of indirect and 
unacknowledged preference and dis- 
crimination which may go far to render 
nugatory any provisions of treaty or 
law for the accord of most-favored- 
nation treatment. 

There are also many minor hin- 
drances to trade which in their cumu- 
lative effect are a considerable draw- 
back to international trading, such as: 
The exaggeration of customs duties 
beyond national requirements for the 
purpose of tariff bargaining and the 
enforcement of such tariffs before, 
instead of after negotiation; the in- 
stability of tariff rates through frequent 
changes without sufficient notice, and 
discrimination in tariff rates as between 
products of different foreign countries, 
with the resulting complications of 
certificates and arbitrary definitions 
of origin. 


oN TRADE BARRIERS 


_ The Chamber has from the begin- 
ning recognized the necessity for the 
removal of these artificial barriers to 
trade. A special Committee on Trade 
Barriers is constantly investigating the 
question in its wider aspect, not only 
in regard to the general obstacles to 
trade, but also the means of developing 
a more economic and progressive ex- 
change of commodities between coun- 
tries and the trend of economic 
policies and developments in inter- 
national trade. By maintaining con- 
tact with the various National Com- 
mittees and by careful comparison of 
their points of view, it was found 
possible to prepare a report which was 
unanimously approved by all the 
National Committees belonging to the 
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Chamber. This Was cori- 
sidered of such importance that it was 
selected by the League of Nations as 
one of the five documents on which 
the work of the Economic Conference, 
recently held at Geneva, was based. 
Not only did the Chamber focus 
opinion on the desirability of an Inter. 
national Economic Conference for the 
discussion of questions relating to 
economic restoration, but also rendered 
considerable assistance to the con- 
ference itself and to the Preparatory 
Committee which was appointed to 
draw up an agenda. Whatever the 
final results of that conference may be, 
the work of international economic 
collaboration, which the Chamber has 
always placed in the forefront of its 
program, will be continued as its 
influence and numbers grow. 


CoMMITTEES ON OTHER Economic 
QUESTIONS 


It is perhaps in connection with 
these economic questions of general 
international interest that the im- 
portance of the Chamber as an inter- 
national body is realized by the widest 
circle, but it must not be forgotten 
that there are purely technical ques- 
tions connected with international 
trade, and upon these experts are 
constantly laboring on the various 
standing and special committees. 

In connection with finance, the 
Standing Committee on Double Taxa- 
tion has had under consideration the 
injustices which business men expe- 
rience when their income is taxed by 
two or more countries at the same 
time, and the Brussels Congress voted 
a series of resolutions on this subject 
based upon the work of experts of the 
League of Nations, with whom the 
Chamber is in close codperation. 

The purpose of the Standing Com- 
mittee on Bills of Exchange, Cheques 
and Export Commercial Credits, is to 
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facilitate the international circulation 
and thus increase the use of these in- 
struments by obtaining uniformity in 
the laws of the various countries which 
are now at variance on many essential 
points. This committee is also at- 
tempting to render a practical service 
to the cause of international trade by 
seeking to obtain uniformity in export 
commercial credits (commercial letters 
of credit). Such uniformity would, it 
is believed, eliminate many difficulties 
between bankers and business men. 

Much has been gained by the intelli- 
gent rationalization of industries. In 
the same way, if business laws were 
less conflicting and more in accord in 
every country, if the laws governing 
cheques, bills of exchange, promissory 
notes and all the other media of 
exchange and payment were uniform, 
how much more stable and less com- 
plicated business would become. 

In matters directly concerning in- 
dustry and trade, a standing committee 
is investigating the question of the 
protection of industrial property with a 
view to securing the greatest possible 
uniformity in national legislation and 
to secure the suppression of unfair 
competition, whilst the Standing Com- 
mittee for the Enforcement of Foreign 
Judgments is engaged on the elabora- 
tion of an International Convention to 
facilitate the enforcement in every 
country of judgments rendered in other 
countries. The committee also pro- 
poses to inquire into the question of 
the giving of security for costs. 

The development of motor transport 
from an economic point of view and the 
question of highway improvement, 
international air mails and the unifica- 
tion of civil air law, international 
problems of a maritime nature, inter- 
national rail traffic, bills of lading and 
international telephony, are all ques- 
tions which receive special study by 
different committees of experts. 
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DIVERSIFICATION OF TRADE TERMS 


The diversification of trade terms is 
another matter of importance to inter- 
national trade. It is universally re- 
gretted that trade terms which have a 
certain specific meaning in one country 
may have a totally different significance 
in another. This, of course, is natural 
and understandable in the case of 
countries speaking different languages, 
but it is less easily understood in the 
case of nations, such as Great Britain 
and the United States, where language 
is similar. 

To take one example alone, the 
simple term F. O. B. has in the 
United States a different signification 
from that which it has in Great Britain. 

In the latter country, it signifies that 
the seller must deliver the goods on 
board the vessel, whereas in the United 
States it corresponds to F. O. R. or 
R. O. T. in Great Britain, and “Franco 
sur Wagon” in most European coun- — 
tries. It is the general practice in 
America to specify such an obligation ie 
by adding the word “vessel,” the whole 
term being “F. O. B. vessel.” b, 

It is recognized, of course, that the __ 
adoption of uniform terms with uni- 
form signification would solve the © 
problem, but this would involve modi- — 
fications in commercial practice and " 
in the legislation and jurisprudence of 
the different countries. 

Realizing this, the Standing Com- fe 
mittee, appointed to investigate this 
question has confined its activities to _ a 
the choosing of terms in most general 
use and setting out definitions in as 5 
nearly parallel a form as possible to : 
enable business men not merely 
ascertain the precise meaning of a 
particular term in a certain cauaien, 
but also to see clearly what a 
are the points of similarity and the > = 
points of divergence between 
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country. Further, it has instituted a 
system of codification which it is hoped 
may be of universal assistance, and 
hasten the realization of that much 
desired ideal—the unification of terms. 
It may safely be stated that there is 
not a single department of trade in 
which the International Chamber, 
thanks to the high standing of its 
representatives and technical experts, 
has not been able to give an authori- 
tative presentation of the views of the 
trading community of the world. 


Tue Court or ARBITRATION 


Not least among the conspicuous 
achievements, for which the Chamber 
must take credit, is the introduction of 
the principle of international arbitra- 
tion in commercial disputes and the 
founding in January, 1923, of the Court 
of Arbitration for the settlement by 
conciliation or arbitration of differences 
arising between business men of dif- 
ferent nations. By this means, cases 
which would have dragged on for 
months, and perhaps years, in foreign 
courts, at enormous expense, have 
been rapidly settled at insignificant 
cost. A _ technical committee com- 
posed of about a dozen members, 
mostly lawyers, appointed by the 
president, deals with all theoretical 
questions connected with arbitration. 
It inquires into the legal status of 
arbitration in the various countries, 
seeks to improve it and to assure the 
uniform validity of the arbitration 
clause of the Chamber, and the en- 
forcement of arbitral awards in all 
countries. Such is the prestige of the 
Chamber that awards made under the 
Rules of Conciliation and Arbitration 
can be enforced legally in nearly all 
countries. 


PEACE AND Economic Pouicies 


It is now generally realized that the 
maintenance of world peace depends 
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largely upon the principles on which 
the economic policies of nations are 
formed and executed, and if we cap 
look forward to the establishment of g 
recognized body of principles designed 
to eliminate the economic difficulties 
which cause friction and misunder. 
standing, we shall have done much 
towards the prevention of such cop- 
flicts as we have recently witnessed, 
which spell disaster to victor and 
vanquished alike. As the president 
of the World Economic Conference 
recently pointed out: 


No machinery for the settlement of 
international disputes can be relied upon to 
maintain peace, if the economic policies of 
the world so develop as to create not only 
deep divergencies of economic interest 
between different masses of the world’s 
population, but a sense of intolerable 
injury and injustice. 

It is a hopeful sign for the future to 
see how the economists and industrial- 
ists of those nations which were recently 
in bitter conflict, now gather round 
the conference table and openly discuss 
those problems which affect their 
mutual welfare. It is realized that we 
‘annot, nor would it be advisable to 
return to the status quo. There has 
been a complete bouleversement, and 
although many of the features of the 
new economic situation are happily 
temporary and will automatically dis- 
appear, there are others which are 
permanent to which the nations must 
accustom themselves. 

It is in this direction that the Inter- 
national Chamber has during the short 
time of its existence done much to 
educate public opinion and bring the 
peoples of the world to a realization of 
the changed conditions. It may be 
said, of course, that the whole of the 
efforts of such a world-wide and in- 
fluential body are directed towards the 
increase of material wealth, and that 
something might be done towards the 


im 
= 
co) 
ess 
i 
liv 
i = 
| 
] 
* 
Int 
the 


5 a & 


BSP 


Tm CHAMBER OF COMMERCE 131 


improvement of the conditions of the 
workers of the world. But surely, an 
improvement in the general economic 
conditions will affect all, including the 
working classes. Economic progress is 
essential if the present standard of 
living is to be maintained or improved, 
and in any case, we have such organi- 
gations as the International Labor 
Bureau, to which the Chamber isalways 
ready to give advice and technical 
assistance, if required. 

Finally, let us not forget that the 
International Chamber can do much to 
improve the commercial integrity of 
the nations of the earth and promote 
that mutual honesty and good will 


which is an essential, if commercial 
prosperity is to return. 

A happy augury for the future is the 
fact that the great leaders of commerce, 
banking, finance and shipping, from 
many different countries are brought 
together several times a year, and are 
thus able to get to know one another 
personally. This has already had far- 
reaching results. 


One of the most significant of post-war 
developments is the establishment of the 
International Chamber of Commerce 


states the Times. The truth of that 
statement becomes more evident every 
year. 
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The Contribution of the League of Nations to the 
Economic Recovery of Europe 


By Str Artuur SALTER = 
Director of the Economic and Financial Section of the Secretariat of the League of Na 


a | N the period immediately succeeding 
the war the League of Nations was 
not the medium through which the 
principal international efforts were 
made to remove the impediments to 
economic recovery. Some of the more 
pressing tasks were of a temporary 
character (such as the ending of the 
blockade restrictions, the supply of 
food to starving regions, the repair of 
railways, etc.) and were more appro- 
priately handled by a specially adapted 
body, the so-called Supreme Economic 
é Council. Otliers turned upon ques- 
tions of dispute between the belliger- 
ents and were dealt with in a series of 
improvised Conferences, mainly asso- 
ciated with the initiative of Mr. Lloyd 
George. The last of these Conferences 
was at Genoa in 1922, and even before 
then the center of gravity was shifting. 
The chief problems were ceasing to be 
belligerents’ questions and assuming a 
world character. This was notably 
the case with the currency deprecia- 
tion, and the disorganization of the 
public finances from which it resulted, 
which was for several years the chief 
obstacle to the rebuilding of the eco- 
nomic structure of the world. 


Arp To Recovery 


The League in these circumstances 
took an initiative which was destined 
to have very far-reaching consequences, 
in calling the Brussels Financial Con- 
ference of 1920. This Conference, 
which included members from neutral 
as well as belligerent countries and 
from those which were outside as well 
as inside the League, such as the United 


States of America and Germany, agreed 
unanimously upon the principles which 
should guide governments in reéstab. 
lishing their finances and their curren- 
cies. These principles, though now 
they read like platitudes, were in strik- 
ing contrast with the actual practice of 
the great majority of countries. The 
members of the Conference were not 
representatives with powers to bind 
their governments and it was for a long 
time uncertain how far their advice 
would in fact influence policy. Even 
now indeed it is of course impossible to 
measure to what extent the financial 
reform that has gradually been in prog. 
ress during these last seven years has 
been due to the impetus of the Brussels 
Conference. In some countries, how- 
ever, we have direct evidence that it has 
been a powerful force and no one look- 
ing back over the period as a whole now 
questions its great value. 

The League’s contribution to finan- 
cial reform, however, and its influence 
in this direction, does not consist only 
in the recommendations of this Con- 
ference. Even more important is the 
practical work and example afforded by 
the direct tasks of financial reconstruc- 
tion which the League undertook in 
two countries where the need was great- 
est and the task most difficult: Austria 
and Hungary. There is no need at 
this date to describe at length what is 
so well known to all who have followed 
the progress of European recovery. It 
is sufficient here to say that the League's 
scheme in each case was a comprehen- 
sive one providing both for the immedi- 
ate stabilization of the currency and for 
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the permanent reform of the national 
budget without which any currency 
stabilization could not be permanent. 
In each case the task was completely 
successful and in June of last year the 
Council of the League was able to cer- 
tify that the mission it had undertaken 
was accomplished. It may be well to 
note that in neither case did the scheme 
comprise the economic reconstruction 
of the country. It confined itself to 
establishing a sound financial system 
and a stable currency as an indispens- 
able foundation upon which such eco- 
nomic recovery could alone be surely 
built. 

It is less important at this date and 
in this place to describe the results in 
Austria and Hungary than to indicate 
what is less known: the results those 
first experimental schemes have had 
upon financial reform in other coun- 
tries. In particular the close and di- 
rect connection between them and the 
Dawes scheme for Germany has never 
heen sufficiently recognized. 


EFFrEecT ON THE Dawes PLAN 


It is certainly no disparagement of 
the achievement of the Dawes experts, 
whose work was on so much greater a 
vale and whose success has been one of 
the main events in economic history 
since the war, to suggest that their task 
was assisted by the experience already 
gained in earlier reconstruction. Their 
sheme was the better and stronger for 
being rooted in the tested results of the 
past. ‘These results were definite, and 
in some of their features decisive. 
Principles that in 1922 were regarded 
as paradoxes, or at the best as economic 
theories untried as a remedy for the un- 
precedented disorganization caused by 
the war, had in 1924 become the axioms 
of proved experience—so completely 
weepted as to be regarded almost as 
latitudes. Expert opinion in 1922 was 
mitical of the Austrian scheme and 
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sceptical as to its sufficiency foracase 
so desperate. Even those whoframed 
it had not anticipated the sudden re- 
cuperative energy witnessed in 1923. 
The astonishing recuperative power _ 
shown by Austriaassoonashercurrency _ 
was stabilized was an encouragement 
to the Dawes Committee to believe — 
that, with Germany’s greater reserves, _ 
substantial reparation payments would 
not be inconsistent with the mainte- _ 
nance of a sound currency and budget. 
Without such an experience it may well 
be doubted whether they would have 
found it possible to secure confidence in 
a scheme of restoration which provided __ 
for reparation payments large enough 
to secure the adhesion of the reparation 
creditors. The assistance derived from — 
the earlier schemes was much greater 
than is indicated by any mere recital of 
the many technical features in which 
similarity is to be found. The fact is 
that the Dawes Committee had much 
more than a technical task. Their real 
difficulty was that they had to recon- 
cile a number of opposing views about 
reparation policy which had been hard- _ 
ened by the controversies of previous _ 
years. And for each of these gulfs of — 
divergent opinion the bridge wasfound | 
by adopting a solution already found _ 

for the earlier schemes. bm 


REPARATION PROBLEM IN GERMANY 


In the first place the Dawes experts 
had to reconcile the view that repara- 
tion must be fixed, or there could be no 
basis for financial and economic recov- 
ery, with the opposing view that repa- 
ration could only properly be fixed _ 
when allied debts were settled and ex- 
perience of a restored Germany had 
shown her real capacity. A similar 
difficulty had, as we have seen, been 
faced in the case of Hungary. The 
solution found was the same, viz., to 
fix, not the total reparation debt, but 
only the payments which could be — 
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i+ prey over a “considerable period,” 
long enough to give confidence. Ex- 
a perience had shown in Austria that cer- 
tainty for a period was sufficient, with- 

_ out the fixation for all time, as a basis 
of confidence and recovery. In the 
second place the experts had to recon- 
cile the view that the capacity of Ger- 
many should be determined by refer- 
ence to her taxable resources and the 
opposing view that (as reparation can 
be made only by payments abroad) it 

_ must be limited to her export surplus. 
The solution was to adopt the “'Trans- 
fer’’ system which had been anticipated 
in the Hungarian scheme. In the 
~~ place the experts had to reconcile 
_ the view that control of German reven- 
ues was necessary to ensure that her 

_ obligation would be duly met with the 
opposing view that control of revenues 

- would interfere with their yield. ‘This 
dilemma too had presented itself when 
securities for the service of the recon- 
struction loans were being arranged. 
The solution adopted was to assign cer- 
tain specified revenues; to choose de- 
liberately revenues whose total yield 
was likely to exceed the obligation; and 
to arrange a form of control which in- 
volved no interference with manage- 
ment so long as the yield remained suf- 
ficient with an adequate margin. This 
system had been tried and found effec- 
tive in Austria for over a year when the 
Dawes Committee met. The assigned 
revenues proved a safe and sufficient 
revenue; and as they were always 
largely in excess of what was needed, no 
interference whatever with management 
was required. All that had to be done 
was to deduct the amounts to meet the 
obligation and return the balance auto- 
matically to the government. I had 
the privilege of explaining this system 
to the Dawes Committee; and the prin- 
ciples they adopted for the control of 
the revenues assigned as security for 
the reparation obligation followed very 
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closely those described as working jp 
Austria. 
These were not only among the most 


difficult of the Dawes Committee’s | 


problems. They were, together with 
the determination of the actual repara. 
tion amounts for which in the nature of 
the case no close precedents could be 
found in experiments elsewhere, the 
crucial elements in the Committee's 
task. It may well be doubted, when 
all these facts are considered together, 
whether the German difficulty could 
have been overcome, or at any rate 
overcome in 1924, had not the way been 
prepared and the task assisted by the 
experience gained in the earlier and 
smaller experiments in settlement. 

I have dwelt at some length upon the 
relations between the League schemes 
and the Dawes plan because an esti- 
mate of the importance of the League's 
contribution to European recovery 
must depend largely upon the view 
taken of its influence in reforms for 
which it had no direct responsibility. 
The fact is, of course, that every sue- 
cessful financial reform, whether by 
national or international effort, pro- 
vided experience and an example for 
other countries to follow. The Belgian 
stabilization scheme drew for example 
upon the cumulative experience of all 
the previous reforms. And other coun- 
tries which have stabilized, or are in 
course of stabilization, have obviously 
profited by the same experience. 

Before passing from the League's 
work to financial reconstruction | 
ought to mention two minor cases of 
work of this character. In 1923 the 
League assisted the Free City of 
Danzig to stabilize its currency and 
place it on a gold basis. It has since 
then been associated with two loans in 
aid of the development and the reform 
of the finances of that city. Some two 
years later, the League advised the 
Esthonian Government as to the reform 
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of their bank, and in 1927 associated 
itself with a loan for the purpose of 
giving effect to the advice then prof- 


fered. 


Arp TO REFUGEES IN GREECE 


In the meantime, two tasks of a 
somewhat different character had been 
undertaken, in two countries, Greece 
and Bulgaria, whose most difficult 
problem consisted in the influx of desti- 
tuterefugees. The defeat of the Greek 
army in the autumn of 1922 was fol- 
lowed by one of the most tragic emigra- 
tions in history. Nearly half of the 
2,000,000 Greeks of Asia Minor had 
already died or disappeared in the ten 
preceding years of war. When Smyrna 
fell the great mass of the remainder 
fled in disorder, with only such posses- 
sions as they could carry, by any route 
by land or sea which they could find. 
They flocked on to the first ships 
which, for the most part, were bound 
for the ports of Athens, Piraeus, or 
Phalerum. ‘They consisted, in undue 
proportion, of women, of old men and 
children, fatherless families whose males 
of military age had perished. In the 
following year the Treaty of Lausanne 
formally prescribed the return of the 
Orthodox Greeks from Asia Minor to 
Greece and of the Musulman Turks of 
Greece to Turkey; to these were added 
the Greeks of Eastern Thrace, and 


| smaller numbers from the Caucasus, 


from Bulgaria, and from Constanti- 
nople, till ultimately the refugees 
amounted to some 1,400,000, of whom 
only 200,000 were in a position to 
establish themselves without assist- 
ance. And the country thus suddenly 
faced with so great a problem was a 
small Kingdom of less than 5,000,000 
inhabitants exhausted by over ten 
years of continuous war and torn by the 
internal political dissension which was 
soon to result in the establishment of a 


The League has been engaged for the © 
last three years in assisting the Greek 


Government to establish these refugees _ 7 


chiefly upon the land but also to a 
lesser extent in urban employment. 
For this purpose it recommended a 
loan of £10,000,000 which was suc- — 
cessfully floated, and has 
through the Settlement Commission — 


which has been presided over in suc- © 


cession by three distinguished Amer- 

icans, Mr. Henry Morgenthau, Mr. — 
Charles P. Howland, and Mr. Charles _ 
B. Eddy. The work of the Commis- | 
sion has covered a wide range and an — 
infinity of detail. It has extended 
over Western Thrace, Epirus, Crete © 


and the islands, as well as old Greece, _ 


and above all Macedonia, where about 
80 per cent of the agricultural refugees 
are being settled. It 
acquisition and distribution of land, 


the building of houses, the provision of —_— 


agricultural implements, cattle, and a_ 
minimum of working capital. The — 
work has proved extremely successful 


and the new refugees, instead of being | be 
a burden upon their motherland are | 


becoming a source of additional eco- : 
nomic strength. But the task is not yet 
completed. 
would have been sufficient to settle the 
refugees who had come to Greece when 
the scheme was launched, but large 
numbers of additional refugees came in 
subsequently and a further sum is 
required to complete the work. In the 


meantime, however, the general Greek _ 


financial system suffered a considerable 
strain and it has been thought desirable | 
to tackle the question of financial re- 
form at the same time as the completion 
of the refugee work. A combined — 
scheme will be considered by the | 
Council of the League in September of 
this year, comprising a loan of whicha _ 
part is to be devoted to settling the 
remaining refugees; a part to strength- 
ening the position of the National 
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Bank (or a new bank which will take 
over the task of note issue) to enable it 
to safeguard the currency; and a third 
part to clearing off budget arrears and 
enabling the Greek Government to 
establish henceforward and maintain 
budget equilibrium. 


Arp To BULGARIAN REFUGEES 


A shorter note will suffice for the 
similar Bulgarian scheme. Here, the 
number of refugees involved was much 
smaller. They originally amounted to 
perhaps 220,000 who had come in suc- 
cessively in waves or driblets through 
the troublous decade which began 
with the Balkan wars of 1912. And 
when the League undertook its task in 
1926, only about 120,000 of these re- 
mained to be dealt with. The loan 
raised amounted to £2,250 000. It is 
now being successfully administered 
under a League Commissioner and while 
the League has no responsibility out- 
side this settlement work, the constant 
contact between the Bulgarian Govern- 
ment and the Financial Committee has 
in fact resulted in a very useful exami- 
nation and exchange of views with re- 
gard to the general budget and financial 
position of the country. 

Before I pass to the economic work 
of the League I should mention in pass- 
ing the work which is still in progress 
on two financial tasks: first, the problem 
connected with double taxation and 
fiscal evasion; secondly, on securing in- 
ternational collaboration in suppressing 
the crime of counterfeiting currency. 

I have dealt first with the financial 
work of the League, partly because it 
was in this sphere that the most strik- 
ing practical results have been obtained, 
and partly because the establishment of 
sound finances is the necessary prior 
condition to an effective and durable 
economic achievement. The work in 
the economic sphere has, however, been 
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To Economic Recovery 


I can here mention only very briefly | rest 
the different tasks undertaken. These | a C 
have for the most part been based on | sent 
Article 23 (e) of the Covenant, under | tion 
which members of the League under. | yeal 
take to establish and maintain equitable N 
treatment of commerce among them. | ecor 
selves, a vague and ambiguous proyi- | adec 
sion upon which quite obviously much | to tl 
or little may be done, according to the | cati 
actual desires and the policies of the The: 
different countries concerned. mon 

The Economic Committee, in con- _ stati 
junction with the Industrial Property | with 
Union, has done a good deal of useful | finat 
work in securing an international agree- | mer¢ 
ment for the suppression of certain 
classes of unfair competition, such as | qq, 
the improper use of trade marks and 
false indications of origin, etc. The I 
same committee has agreed upon and | most 
recommended to the different govern- | in th 
ments, the principles which in their | the § 
opinion should guide governments in | of M 
deciding upon the treatment of foreign TI 
nationals and enterprises duly admitted | elabc 
by law within the territory of a State. | has 
More important is the work done in | econ 
reducing and simplifying customs | seek 
formalities. After preparation by the | are | 
Economic Committee, a Conference | pros] 
was held in October, 1923, resulting in | than 
a convention designed to secure by a | conti 
number of technical provisions, pub- , comy 
licity, simplicity, expedition, equality | a sn 
and redress, in relation to customs | enjoj 
formalities. The same Committee has orati 
secured a convention providing for the 
recognition of commercial arbitration | with 
clauses by the tribunals of countries fullne 
signatory to the convention, thus | bers, 
considerably facilitating the extension | ment 
of this method of settling commercial | state: 
disputes. The Committee is now en- | the I 
gaged on a long and difficult task in | and ‘ 
trying to reduce the differences in the | both 


extensive and substantial. == ——_ forms of bills of exchange and cheques. , tion. 
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It has also prepared a draft convention 
on import and export prohibition and 
restriction which is being submitted to 
a Conference of Government Repre- 
sentatives with a view to the prepara- 
tion of a convention in October of this 


No description, however brief, of the 
economic work of the League would be 
adequate without at least a reference 
to the intelligence work and the publi- 
cations for which it is responsible. 
These cover a wide range, including a 
monthly bulletin of statistics, an annual 
statistical abstract, annual publications 
with regard to central banks, public 
finance and currencies, trade and com- 
mercial statistics. 

ng mo 
Tue Economic CONFERENCE 


I come last to the most recent and 
most important initiative of the League 
in the economic sphere; the holding of 
the great World Economic Conference 
of May, 1927. 

This Conference is probably the most 
elaborate and ambitious attempt which 
has yet been made to examine the 
economic situation of the world, and to 
seek remedies for the chief evils which 
are retarding the growth of human 
prosperity. It was preceded by more 
than a year’s preparation under the 
control of a committee which, in its 
composition and authority, was itself 
a small international conference; it 
enjoyed throughout the active collab- 
oration of both national and inter- 
national organizations; it was supplied 
with a documentation of unprecedented 
fullness and authority; and its mem- 
bers, who were named by the govern- 
ments of fifty states (including member 
states as well as non-members such as 
the United States of America, Russia 
and Turkey), covered the widest range 
both of nationality and of qualifica- 


CONTRIBUTION OF LEAGUE OF NaTIONs TO Economic REcovERY 


much wider than would have been 


DEFINITE Poxicy FoLLOwEpD BY 
THE CONFERENCE 
This Conference, in spite of its widely 
representative character comprising in 
its membership every shade of re- _ 
sponsible opinion, succeeded in agree- __ 
ing unanimously upon a very definite — | 
policy. Its central theme was the re- 
duction of trade barriers. The Con- _ 
ference deliberately, and wisely, put 
aside the issue of principle as between 
free trade and protection, for obviously _ 
agreement could not have beenreached _ 
on such an issue in a Conference rep- 
resenting all countries and all points 
of view. Its remarkable achievement —_ 
was to discover and reveal anextent of 
common ground of policy and action 


thought possible between those who on 
that question continued to hold oppos- 
ing views. The opening words of the 
chapter on commerce bring out clearly 
the main feature of the Conference: 


In spite of the variety of questions raised, 
the diversity of theories, and the legitimate | 
national sentiments of all those who took 
part in the discussion, one important and 
extremely encouraging fact has emerged; 
and, having emerged, has become increas- _ 
ingly manifest as the work has advanced. — 
This fact is the unanimous desire of the — 
members of the Conference to make sure 
that this Conference shall, in some way, 
mark the beginning of a new era, during» 
which international commerce will succes- 
sively overcome all obstacles in its path that 
unduly hamper it, and resume that general _ 
upward movement, which is at once a sign i 
of the world’s economic health and the ; 
necessary condition for the development of is -. 
ivilizati 
civilization. 

The report then proceeds to analyze = 
the causes and the character of the 
worst obstacles which still remain. It 
records that some of the more extreme | 
forms of obstruction introduced after — 
the war—prohibition and license sys-_ 
tems—have partially disappeared, and | 


on 
ler | 
er- 
ble 
m- | 
vi- | 
ich 
he 
he 
rty * 
ful 
ain 
ind 
‘he | 
igt 
te 3 
ms 
has 
ries 
rl 


A 


38 ANNALS OF THE 


commends the action already in hand 
by the League to complete the process. 
But it points out that tariffs are higher, 
more complex, more numerous, and are 
more frequently changed than before 
the war. Simplification, reduction, 
and stability are declared to be neces- 
sary. The passage in which the con- 
clusions are formulated is categorical 
in its terms and phrased in forcible 
language which is extremely impressive 
as the unanimous resolution of so 
widely representative a Conference. 
Four main grounds for the resolution 
are first stated: that harmful effects 
upon production and trade result from 
high and constantly changing tariffs; 
that substantial improvement in the 
economic conditions can be obtained 
by increased facilities for trade and 
commerce; that tariffs, though within 
the sovereign jurisdiction of the separ- 
ate states, are not a matter of purely 
domestic interest ; and that some of the 
causes which have resulted in the in- 
crease of tariffs and in other trade bar- 
riers since the war have largely disap- 
peared, while others are diminishing. 
On the basis of these premises the Con- 
ference declares categorically that the 
“time has come to put an end to the 
increase in tariffs and to move in the op- 
posite direction.” And for this purpose 
it urges action upon four lines—im- 
mediate and independent reduction by 
the separate states, bi-lateral action 
through commercial treaties, the aban- 
donment of the practice of putting into 
force excessive tariffs for the purpose of 
bargaining (tarifs de combat), and an 
attempt by the economic organization 
of the League to “examine, on the basis 
of the principles enunciated by the 
present Conference, the possibility of 
further action by the respective states.” 
This is the central and crucial part of 
the Conference’s work; and every 
phrase is significant and impressive as 
the unanimous advice of a body with an 


unequalled claim to reflect the eg. 
lective experience of the world. 


RECOMMENDATIONS FOR INDUSTRY 
AND AGRICULTURE 


The report of the Conference, which 
is much too voluminous to summarize 
here, includes also important recom. 
mendations both on industry, with 
special reference to so-called industria] 
ententes, and to agriculture. It has 
laid down a program of work which at 
the best must take years to accomplish, 
Successful as the Conference has beep 
in the first stage, its real success will 
depend of course upon the actual trans- 
formation of the economic policies in 
accordance with its recommendations, 
and years must pass, as in the case of 
the Brussels Conference, before the 
issue can be certain. Already, however, 
a number of governments, including 
Germany, Czechoslovakia, Belgium, 
Holland and Austria have def- 
nitely declared their acceptance of its 
recommendations. Others are study- 
ing it favorably and signs of their 
actual influence upon commercial policy 
are not wanting. In any case it must 
be upon the proved influence of this 
Conference that the success of the 
League’s work in the economic as dis- 
tinct from the financial sphere must be 
mainly judged and no verdict can be 
pronounced at present. 

In this brief and inadequate de- 
scription I have omitted, for reasons of 
space, the work done by the League in 
facilitating and improving the means of 
communication and transit, an exten- 
sive and technical sphere of work which 
does not admit of brief summary. 
Enough will have been said to indicate 
the general range and character of the 
tasks on which the League is now en- 
gaged. With Austria and Hungary, 
where its main mission is accomplished, 
it still maintains the close relations of @ 
friendly adviser; in Greece, Bulgaria, 


ES 
amo 
nath 
som 
have 
cent 
& 
& 
i 
ay 
a= 


a _ CONTRIBUTION OF LEAGUE oF Nations To Economic RECOVERY 139 


Danzig and Esthonia, it is in more 
active association with current work; 
among tasks not confined to a partic- 
ular country, it is promoting inter- 
national agreement and coéperation, in 
some dozen different problems, which 
have been recited above, and it is at the 
centre of the extensive movement to 
modify economic policies in the direc- 


tion recommended by the Economic 
Conference. Its range of work is still 
developing, and its ultimate possibil- 
ities cannot easily be estimated. It 
remains as the natural centre for such 
international coiperation and efforts _ 
at international agreement as the _ 
countries of the world may at any 


yeriod desire. 
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The World Economic Conference of 1927 

By H. Coutsn 


Former President of the Council of Ministers, Former Minister of Finance, Member of the First 
Chamber of the States General, The Hague 


R. THEUNIS, President of the arrive at any conclusion they wished, 
World Economic Conference, but not able to tie the hands of their 

took the opportunity, in his closing respective Governments. 
speech on the 23d of May, of asking Consequently one can say that the 
whether the Conference had accom- object of the Conference was first of all 
plished its task in a satisfactory way. discussion. Discussion in order to 
7. a His answer was in the affirmative. arrive at a better understanding of the 
According to his opinion the Confer- present-day economic difficulties and 
ence had achieved areal and permanent conditions; to arrive at an agreement 


result, that went far beyond the hopes as to the reforms that were necessary, 
which were cherished when it began its The scope of the Geneva meeting 
labors. went indeed not beyond that. 

As to the last part of his statement But even so the Conference could be 
there cannot possibly be two opinions. of great benefit. 

As a matter of fact there were very If it could clarify a very complicated 


few people who had any sort of hopes _ situation, if it could point the way toa 
before the beginning of the Conference. solution of the problems which are con- 

We all knew of the numerous post- fronting us, then it would already have 
war problems, of the various conflicting accomplished a great task. 


economic policies and of the different As I said before, the Conference 
conceptions as to what ought to be could do no more than that. 

done to improve the situation. All Its conclusions can only have prac- 
sorts of difficulties were feared, and not tical consequences if the intentions of 
unjustly. the Conference are translated into ac- 


But all these fears vanished as the _ tions by the Governments of the various 
Conference was progressing. Grad- countries. 
ually the members became confident As soon as that is done the Confer- 
of success, and in the end the President ence will have had its 100 per cent 
was fully entitled to say, that the Con- result. 
ference had been a success. But it would be entirely wrong to 
say that there is no result at all as long 
Tae Opsect or THE CONFERENCE as that translation has not taken place. 
Of course everybody knows that the A real success has already been that 
decisions of the Conference could bind the members of the Conference have 
nobody, that the members were present been of a unanimous opinion as to the 
neither as delegates nor as represent- causes of our difficulties and as to the 
atives of their country, but solely as needed reforms. And taking into 
individuals. account the great difference between 
Individuals perfectly free to express existing economic policies of various 
their own opinions, perfectly free to countries, the clashing opinions of 
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experts, the div ergent desires of various 
interests, one may call it almost a 
miracle that such a degree of una- 
nimity could be reached, that it proved 

ible to reduce the incredible com- 
plexity of the problem to a set of in- 
telligible formulas. 

This then is the result that, accord- 
ing to the opinion of its President, was 
reached by the Conference. 

And I think I may say that every 
member is in full agreement with him. 


INTERNATIONAL Division or LABOR 


Much has been said in the course of 
against the economic doctrines of 
the past. But this at least emerged 
from the Conference that Adam Smith’s 
doctrine of the international division of 
labor still holds good for our days. 
Although the Conference may have 
deliberately refrained from passing a 
judgment on the fundamental princi- 
ples of protection and free trade re- 
spectively, none the less has it ac- 
cepted the above-named principle by 
condemning the obstacles which have 
been created in the way of such divi- 
sion of labor and by recommending the 
removal of these obstacles. 


AGREEMENT AS TO CAUSES OF PRESENT 
ConDITIONS 


The first difficulty which had to be 
met was to come to an agreed common 
opinion as to the causes of the present- 
day unsatisfactory conditions. If an 
agreement on this point could be 
reached the finding of the remedies 
would prove a not too difficult task. 

I think it stands to the credit of Mr. 
Layton, editor of the (English) Econo- 
mist, that he has urged the Conference 
to distinguish between such causes of 
the present disturbance that must be 
considered to be of a more or less per- 
manent character and such other that 
were temporary and could be removed 
in a not too long span of time. 
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It was he who reminded the Confer- 
ence that a mere return to the pre-war 
position in matters of commerce, how 
desirable that might be, could not give 
back to the countries of Europe the 
lost prosperity, because some of the 
features of the present economic situa- 
tion cannot be changed at all and some 
others only after a considerable time. 

The permanent ones. There is the 
establishment of manufacturing indus- 
tries in the countries outside Europe. 
This process began about fifty years 
ago as far as the United States are 
concerned and about twenty-five years 
ago in other countries. 

This industrial development has 
been extremely hastened by the war 
and caused a restriction of foreign 
trade between Europe and the rest of 
the world. This situation has to be 
considered as permanent and Europe 
will have to accommodate itself to that 
new position. 

The semi-permanent ones. There are 
the financial difficulties of practically all 
European countries directly arising out 
of the war. Even countries like Hol- 
land, Switzerland, etc., who remained 
neutral, suffer enormously from the 
heavy annual charges for debts con- 
tracted during and immediately after 
the war. In Holland, f.i., the public 
debt is more than trebled in compari- 
son with 1913 and it will take more 
than a quarter of a century to get back 
to the pre-war position in this respect. 

At present Holland is one of the very 
highest taxed countries in Europe. 
And if we then see that the belligerent 
European countries have a much 
heavier debt and have, moreover, to 
provide for war pensions, one can then 
easily realize that in those countries it 
will take at least half a century before 
the crushing taxation can be dimin- 
ished to any appreciable extent. 

In connection with these financial 


difficulties one was at Geneva strongl 
gly 
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reminded of Tacitus’ story of the fu- 
neral of Junia, widow of Cassius and 
sister of Brutus. In the funeral train 
there were present many members of 
the family and they did not escape no- 
tice. But those who arrested the at- 
tention of the public most of all were 
not those who were present but those 
who could not bodily be there: Cassius 
and Brutus. 

Well, so it was with the debt prob- 
lems. Everybody thought of the 
difficulties connected with the external 
obligations arising out of the war and 
of their international economic sig- 
nificance. Everybody asked in silence 
how it would be possible to meet that 
big change in public and private in- 
debtedness that occurred since the 
war. Everybody had all that in the 
back of his head. Everybody’s atten- 
tion was more arrested by Cassius and 
Brutus than by the other members of 
the family. But . that part of 
the problem was not discussed. 

The temporary ones, those which can 
be attacked at once and can be re- 
moved. 

The Conference has been wise enough 
to restrict itself to advocating an eco- 
nomic policy that deals with these 
temporary consequences of the war, a 
policy that aims at the removal of the 
obstructions to production and trade 
which the war has left behind. 

It would have been stupid not to 
recognize the fact that Europe has to 
face the new situation arising out of a 
new distribution of manufacturing in- 
dustrial capacity. 

It would have been equally unwise 
for the Conference to meddle with 
affairs which were of a political charac- 
ter, such as the international debt 
problem, however important it may be 
from an economic point of view. 

The Conference understood the wis- 
dom of the saying: “Cobbler, stick to 


your last.’ 


DECLARATIONS OF THE CONFERENCE 


As to the temporary features of the 
situation the Conference 

tackled them with candor and courage, 

It gave a lucid description of these 
features, condemned the extreme eco. 
nomic nationalism and adopted firmly 
an international point of view, which 
is, commercially spoken, after all, 
nothing but the unvarnished, unde- 
niable truth. 

Starting from this sound economic 
standpoint the Conference declared 
itself : 

against import and export prohibi- 

tions, taking care that the aboli- 
tion of those should not be in- 
directly defeated by the fixing of 
quota, export duties or other simi- 
lar measures; 

against frequent and sometimes sud- 

den changes in the Customs 
duties; 
against the practice of putting into 
force tarifs de combat or high gen- 
eral tariffs in advance of the open- 
ing of negotiations with other 
countries; 
against all difference in treatment by 
means of internal taxes between 
home products and imported goods 
after these latter having dis- 
charged the Customs duties; 

against export duties on raw ma- 
terials, and, in case they are justi- 
fied by exceptional circumstances, 
never for the special purpose of 
bringing in a position of inferiority 
other countries who are in want of 
such materials for the production 
of the finished article; 

against any discrimination in this 

respect between different States; 
and declared itself 

in favor of equality of treatment, 
within the territory of a State, be- 
tween foreigners and nationals as 
regards the right of establish- 


A 
WES 
5 
=, 
vi 
2 
é 
i 
« 
i 
a 


ment and circulation and a due 
regulation of conditions on carry- 
ing on trade and industry; 

in favor of simplification of Customs 

tariffs by means of diminishing the 
number of tariff headings and sub- 
headings; 

in favor of adoption of a common 

systematic nomenclature; 

in favor of institution of a right of 

appeal for importers of foreign 
goods against unjust application of 
tariffs by Customs officials; 

in favor of diminution of elevated 

Customs charges, starting with the 
removal of the excessive tariff 
barriers imposed to counteract the 
difficulties resulting from the war 
and its consequences; 

in favor of restoring the system of 

long-term commercial treaties as 
were usual in pre-war times; 

in favor of mutual granting of un- 

conditional most-favored-nation 
treatment with respect to Customs 
duties and conditions of trade; 

in favor of the widest and most liberal 

application of the most-favored- 
nation clause; 

in favor of uniform principles as to 

the interpretation and extent of 
the most-favored-nation clause 
with regard to Customs tariffs and 
other charges; 

in favor of identical tariff systems or 

at least a common basis for com- 
mercial treaties; 

in favor of the desirability of arbitra- 

tion or reference to the Permanent 
Court of Justice for decision of 
disputed questions about inter- 
pretations or carrying out of com- 
mercial treaties. 

These declarations are important; 
the more so as they are assented to by 
free traders and protectionists alike, 
and arise out of a plain logic and not 
from any academic debate. 

They do not contain a deliberate 
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confession of free trade, but they do 
condemn an all-round protectionism, 
because it is destructive of wealth- 
producing capacity and prevents not 
only the economic reconstruction of 
Europe, but is at the same time a bar 
for the development of peaceful rela- 
tions between nations. 


Waat Witt Be tue Resutt? 


But what will be the ultimate result? 

Will the 100 per cent result be ob- 
tained? 

Will the different countries now be 
prepared to act in accordance with the 
recommendations of this well qualified 
Conference; recommendations which 
got the approval of their own delegates 
and experts? 

I would not be too sanguine in my 
expectations, especially if nothing more 
is to be done than the mere distribution 
of the Report of the Conference. 

Public opinion must be stirred, so 
that it will urge Governments in the 
right direction. It may be needed to 
say that there are many vested inter- 
ests which will oppose any action of the 
kind recommended by the Conference, 
and their influence is by no means 
negligible. But Governments, which 
have wider and more varied contacts 
than individuals, may have a common 
sense of their own, which they will 
intelligently follow if they feel that 
they are supported by public opinion. 

I am ready to believe that Govern- 
ments will see and understand that the 
solution of our present difficulties must 
be sought in the way pointed out by 
the Conference. 

Something must be done in order to 
relieve the situation in Europe. Amer- 
icans, I believe, will see this, and, see- 
ing it, will cojperate in the future as 
they have done on the present occasion. 
They codperated in the recent Confer- 
ence in a most splendid way. Their 
contribution to the labors of the Con- 
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ference was of enormous value, and is 
a happy omen for further collabora- 
tion. 

But the great need of the present 
moment is action. 

The representatives of the Govern- 
ments, after full conference and dis- 
cussion, with all the necessary data 
before them, have spoken. They have 
given utterance to the cry of the nations 
for immediate succor and relief. It 


MOR 


now remains for the Governments and 
peoples, of Europe and of America, 
with a common interest and a common 
purpose, to make a reality of the ex. 
pressed desire of the Conference of 1997 
that its work shall mark, in interna. 
tional economic relations, the resump- 
tion of that upward movement “ which 
is at once a sign of the world’s economic 
health and the necessary condition for 
the development of civilization.” | 
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The Carte Question at the World Economic 4 


‘ “ak By CLemens LAMMERS 


HE preparatory committee for the factors will be secured under entirely 

World Economic Conference was natural conditions. As for industrial 
of the unanimous opinion that the production it is essential that the exist- 
cartel question could not be omitted ing production equipment be sufficiently 
from the industrial deliberations of the large and sufficiently occupied under 
conference. It therefore delegated the normal conditions to afford the entire 
writer to present to the conference a workingclassaproperincome. Inaddi- 
survey of the status of cartel legisla- tion American industry has sufficient 
tion in different nations. His memo- funds at its disposal todevelop technical 
randum was prepared with the willing progress in production with such rapid- 
support of numerous governments, and ity that “extensive intervals for re- 
revealed that the legislative attitude pairs” and the resultant cessations in 
toward the problem of cartels varied the employment of expert workers do 
considerably in individual countries. not occur very extensively. 

This fact is undoubtedly not a mere — 
accident. It rather indicates on the European Conpitions ARE 
one hand that cartelization is not of =| DirFERENT — 
equal importance in various national European conditions are very differ- 
economies, and on the other hand that ent. Economic conditions there have 
the actual status of cartel organization _ been essentially changed, in part by the 
differs considerably because of econ- war, and in part by natural develop- 
nomic conditions. Recognition of this ments since 1914. Aside from the 
is fundamental in judging national obvious deterioration of capital the 
cartels as well as in understanding the structure of European industry was 
efforts toward international carteliza- also thoroughly worn out, and thrown 
tion. _ into confusion by the long period of 

war. Even where the exigencies of 
ConDITIONS IN AMERICA »s war necessitated a development of 

The American people by relying on industrial establishments it became 
their own efforts are able to maintain apparent that the equipment thus 
themselves without depending on _ created was not adapted to the organic 
other nations. If they accordingly needs of industry after war require- 
avoid monopolistic tendencies which ments had disappeared; in fact, it not 
encroach upon the national freedom of infrequently hindered the satisfying 
trade they are undoubtedly consider- of these peace time needs. The neutral 
ing their own requirements in doing so. countries, which had to some degree 
It follows from this that in the struc- utilized the absence of former competi- 
ture of {American economic relations tion to hasten their industrialization, 


the organic development of individual likewise discovered that their new 
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factories could not be made to pay. 
This was not merely because they were 
so well equipped, but also because a 
factory, like a plant, must have a 
naturally fertile soil, which must be 
found in its proper economic environ- 
ment. This applies in particular to a 
country like Germany. Because of its 
long exclusion from the world market 
during the war it was compelled to 
create industrial establishments for 
which there is no possible use under the 
normal conditions of peace. Further- 
more, the great strain under which 
German industry had to labor during 
the war, and the impossibility of keep- 
ing the technical apparatus intact, 
created a condition which can be re- 
moved only by utilizing powerful 
means and great organizing ability. 
Under normal conditions industry 
attacks such difficulties by investing 
the necessary capital. Inasmuch as 
this capital was lacking after the war 
in many European countries, and since 
the depreciation of a number of curren- 
cies had made all rational capital trans- 
actions impossible, the numerous prob- 
lems of organizing industrial activity 
first involved the reéstablishment of the 
credit system. For a time production 
could help itself, because the civil 
needs of the people, due to wartime 
privation, could be satisfied with com- 
modities in almost any condition. 
Substitutes and products of inferior 
quality were accepted for some years 
without criticism because of the short- 
age of goods. This made _ possible 
the continued existence of many indus- 
trial plants. But after the first sta- 
bilization of currency and credit con- 
ditions was brought about in Europe 
by international codperation and when 
the demands for an orderly exchange of 
commodities again arose, the great 
devastation which war conditions had 
caused in European industry manifested 
itself. In this connection the loss of 
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important raw materials and of large 
centers of production because of changes 
in boundaries was of particular signif- 
cance to Germany. Moreover, it was 
also a weighty fact that the vast areas 
of Russia—because of the upheaval 
there and the Soviet system—were 
withdrawn for an indefinite period of 
time from participating in meeting 
European requirements. 


Tue Errect or New Bovunparigs 

If Europe were in a position to de- 
velop a process of recovery from within, 
over a relatively short period of time, 
free play might perhaps have been 
allowed to natural developments as a 
result of which unwholesome elements 
could have been segregated. The 
economic and particularly the political 
presuppositions for such a_ uniform 
process of recovery, however, are not 
present in Europe. The war has torn 
the nations apart. Numerous new 
boundaries were created, which, in the 
general opinion of economists, are eco- 
nomically absurd, and which make the 
necessary codperation of the individual 
parts of European joint industry im- 
possible. Under these circumstances, 
many European states considered it 
their problem primarily to protect 
their own people, as far as possible, 
against the injuries which threatened 
to develop from the general disorder. 

Higher tariff barriers were erected, 
imports and exports were regulated by 
the state, the mobility of labor was 
restricted and in general all those forms 
of national protectionism were devel- 
oped, about which such lively com- 
plaints were lodged with the World 
Economic Conference. In Germany, 
moreover, numerous socialistic tenden- 
cies, which manifested themselves in 
the early post-war years, exercised an 
influence over the entire management 
of industry. Thus as a continuation 
of war time industrial activity, a great 
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many industrial organizations devel- 
oped which could really be designated 
as public compulsory cartels. These 
cartels undoubtedly contributed also to 
ynite enterprises in positive efforts and 
to establish and strengthen many re- 
lationships, which subsequently became 
the basis for voluntary combinations. 

Such combinations were also pro- 
moted by realizing that only a few 
enterprises would be able to weather 
the hard times by relying on their own 
resources and to carry out reconstruc- 
tion from within. This fact stimu- 
lated increased cartelization in many 
European states in post-war years. 
Furthermore, it has also called forth 
complete consolidation of enterprises 
by combining securities and real prop- 
erty. Since, however, in the very 
nature of things it is by no means pos- 
sible to pursue the latter method in all 
cases, a large field for cartelization, 
in the narrow sense of the word, still 
remains. 

It is conceivable that such vast 
organizing movements should attract 
the attention of the public and of the 
governments of the individual states. 
Therefore exhaustive deliberations as 
to legal regulation of cartel systems 
were entered into. In November, 
1923, an emergency decree was adopted 
in Germany, which subjects cartels 
and monopolistic combinations to ex- 
tended supervision of the state. In 
principle, however, this decree recog- 
nizes cartels as a necessary economic 
institution. 


Errorts To 
Economic RELATIONS 


Since no European nation can carry 
on an economically independent exist- 
ence, totally excluded from other coun- 
tries, mutual economic relations had to 
be restored after the war as quickly as 
possible. But national protectionism, 


to which reference has already been 


made, created a severe obstacle. Only 
with great difficulty was it possible, 
in the course of years, again to arrive 
at provisional trade agreements be- 
tween the states. For the time being 
commercial treaties were invariably 
of short duration on account of the 
general uncertainty. In many indus- 
tries they were not sufficient to bring 
about the reconstruction of regulated 
import and export trade. This condi- 
tion, in turn, gave rise to the thought 
of private international agreements in 
order to attain, through economic effort, 
that which for the time being could not 
be attained politically. Executive 
heads of various industries urged on, 
in part, by prominent financiers, met 
to discuss the situation. They re- 
called that even before the war modern 
development had made international 
coéperation desirable, and had partly 
called it forth. Economic thinking 
not infrequently overcame political 
obstacles to which people in general 
were still exposed. 

In many cases, the first agreements 
were primarily of an informational 
nature. There was no longer mutual 
knowledge as to the development of 
conditions in various countries and an 
opportunity had not yet been given 
again to study the world market with 
the necessary thoroughness. There- 
fore, an exchange of statistics and eco- 
nomic data took place, which was in- 
tended to clarify the actual situation. 
Then the manner in which unnecessary 
friction might be eliminated between 
individual industrial groups was given 
consideration. It was discovered that 
absurd destruction of capital and real 
values had taken place because of un- 
sound methods of trade. The new 
methods by which it was hoped to bring 
about an improvement of this condi- 
tion varied considerably. Whenever 
the discussion became intensive, the 
conviction was not infrequently ex- 
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pressed, that in view of the insecurity 
of the political situation loose agree- 
ments would always contain the danger 
of sudden destruction. It was thus 
decided to interlock the various inter- 
ests as much as possible from within, 
so that the consolidation might survive 
unavoidable shocks as far as possible. 


INTERNATIONAL RATIONALIZATION 


While, however, before the war 
efforts of this nature were directed 
primarily toward regulating market 
conditions, the chaotic state of Euro- 
pean industries described above, neces- 
sitated directing attention in post-war 
years more toward internal reorganiza- 
tion. The artificial expansion of the 
productive apparatus during the war 
and also the shortage of capital required 
technical measures. In connection 
with similar efforts within individual 
national industries the great thought 
of international rationalization was 
evolved. It is dedicated to the attempt 
at a thoughtful rearrangement of 
European production along lines of 
economic requirements. Its slogan is 
lower costs of production and improve- 
ment in quality. The incentive to 
pursue such objectives is given to no 
small degree by America, which be- 
cause of its certainty of objective and 
in harmony with the public opinion 
of the country largely serves as a model. 

For the time being a uniform eco- 
nomic idea is still totally lacking in 
Europe. Yet the conviction that the 
future economic and technical prob- 
lems of Europe can be solved only by 
international coperation is continually 
gaining ground. It is felt everywhere 
that science and technique in particu- 
lar are striving to break down the all 
too narrow national boundaries. But 
one does not yet trust his neighbor and 
meanwhile worries more about quotas 
than about the real establishment of 


the generalidea. 
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Tue Fear or Monopo.y 


In addition, European public actiy- 
ity has not yet taken a definite stand 
with reference to the great economic 
tendencies which are slowly develop. 
ing. Worry about the dangers of monop- 
oly which arise from united economic 
power, for the time being, appears to 
check progress. Indeed it cannot be 
denied that in the past many disturb- 
ances have been produced by such 
monopolistic tendencies and that the 
danger of a repetition of such occurren- 
ces cannot be ignored. It can, however, 
be removed, if farsighted economic 
policy, supported by public authority 
can succeed in showing definite goals 
and objectives to international coéper- 
ation, whose constant observance will 
be compelled by public opinion. Only 
in this manner can that responsibility 
for the general welfare be evolved, 
which the economic conscience requires 
as a constant regulator. Again the 
prerequisite for such a development is 
the thorough investigation of actual 
conditions and popularization of the 
results thus obtained. 

Furthermore, it must be borne in 
mind that for European conditions 
private industrial ententes of an inter- 
national character can never constitute 
the only, or even the decisive factor for 
the union of nations. They can enjoy 
sound development only in connection 
with a sensible trade policy which must 
be built on a firm foundation and must 
be the determining keynote in the 
political atmosphere. 

With these thoughts in mind the 
author presented to the World Eco- 
nomic Conference the following guid- 
ing principles concerning the problem 


of cartels: : 
A—GENERAL 


1. Private agreements among industries 
do not constitute a generally valid economic 
principle, but are a phase of development 
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growing out of particular conditions, whose 
further progress cannot yet be foreseen. 

2. The significance of national and inter- 
national cartels to the industry of an indi- 
vidual country can be judged only in its 
relationship to the total economic and 
political conditions of that country. 

$. In judging international agreements, 
those among them with economic bearing 
can likewise not be segregated but can be 
judged only in the frame of the total com- 
plex of economic relationships of countries 
immediately participating as well as of 
those passively affected. 

4. No cartel may make it its purpose to 
secure for its members, or perhaps for per- 
sons employed by them, excessive private 
benefits at the expense of other branches 
of production or of the general public. The 
foremost purpose of all cartels is rather to 
promote rationalization of production with 
a view to lowering costs and improving 
products. 

5. Under no conditions may international 
cartels be employed to bridge over the 
attaining of national protectionism for 
certain branches of a national industry, 
thereby facilitating for nations the continu- 
ation of their protectionism in other 
branches. Such procedure would neces- 
sarily make the concluding of sound trade 
agreements between participating nations 
more difficult. In particular, the reaction 
upon succeeding stages in production and 
consumption must be carefully observed in 
agreements pertaining to raw materials 
and intermediary products. 

6. If the foregoing viewpoints are author- 
itative in determining the conclusion and 
the economic policy of international agree- 
ments, they may serve to alleviate the 
economic difficulties of many countries,— 

and especially of certain European states. 


B—Pvusuic Pouicy 

1. The vast extent and great importance 
which cartels have attained for certain 
countries in many fields of production and 
trade, justify the attention of the public 
and of governments. In so far as national 
cartels or the reaction of international 
cartels affect individual national economic 
activities, it is the concern of the particular 
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countries, autonomously to adopt suitable 
measures of control. 

2. The studies of the preparatory com- 
mittee of the conference have revealed that 
cartel control, in the strict sense of the 
word, exists at present in only a relatively 
small number of countries, among which, 
however, there are such important indus- 
trial countries as the United States of 
America and Germany. The methods of 
control are adapted to the economic re- 
quirements of the different countries. 

3. Theoretically international control 
might be general—for the entire world or 
for all of Europe—or perhaps partial—for 
the countries immediately participating. 
The practical prerequisite in every case 
would be a guarantee that the possibilities 
of control are equally effective in all partici- 
pating countries. 

4. The logical prerequisite for a moral 
and practical development of an inter- 
national cartel is full recognition of a com- 
munity of economic interests on the part 
of participating countries. 

This common interest must find expres- 
sion not only in official mutual trade rela- 
tions—particularly in trade agreements— 
but primarily also in public policy. No 
confident coiiperation along lines of control 
of economic activity can exist between 
countries with opposing public policies. 

5. All such coiiperation of nations must 
be voluntary. Efforts to interfere with the 
private economic organization of a country 
by means of an international court of jus- 
tice, with some form of concrete compul- 
sion, would call forth immediately the dan- 
ger of confusion. This is true part cularly 
in the case of those nations, whose industry 
requires special organization measures in 
order to meet large public obligations to 
other nations. Full economic freedom of 
action of all nations is the prerequisite for 
the necessary equal participation of naticns 
in exercising common economic control. 

6. The dangers indicated above do not 
exist in voluntary arbitrational settlement 
of mutual complaints as to monopolistic 
practices by any private organization. It 
would be of great advantage if all nations 
could decide to strive for the establishment 
of tribunals of high international standing 
in each separate case whose members would 
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be capable of rendering a real objective 
decision, based upon their economic knowl- 
edge. Existing international economic 
organizations can render valuable services 
in setting up such tribunals. 

7. Extensive education of public opinion, 
striving not merely to develop in the masses 
an automatic defense against monopolistic 
excesses, but also to convey primarily the 
conviction of the necessity for rationaliza- 
tion in production, in marketing, and in 
consumption, in the interest of the standard 
of living, for the general welfare of the 
masses, appearsindispensable. It is urgent- 
ly recommended to cartels that they accede 
voluntarily to the justifiable requirement 
for greater publicity in order to remove 
mistrust. 
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The vast majority of the delegates 
accepted these proposals in principle. 
Gratifying in particular was the assent 
of the American delegates who, of 
course, held to their particular view- 
point as to American conditions. In 
this connection I think the determining 
point of view appears to be the fact 
that the American people and their 
government understand and judge 
European development in the light of 


Tue ANNALS OF THE AMERICAN ACADEMY 2 ieee 


the peculiar conditions on this conti- 
nent. Economic maxims which seem 
valid in America are not applicable 
without reservations to European 
states. If America desires to fulfill its 
great mission in the reconstruction of 
world economy, it must intelligently 
follow the struggle for rehabilitation in 
Europe, and shape its measures per- 
taining to international cartelization 
accordingly. The profound under- 
standing of this problem, which the 
American delegates displayed at the 
World Economic Conference, created 
great satisfaction among European 
nations. 

The labors of the World Economic 
Conference are not yet completed. 
The League of Nations is willing to 
further them in appropriate manner. 
In this connection a great deal for in- 
dustrial activity will depend upon 
whether it is possible to continue the 
exchange of opinions as to international 
cartelization, which was begun several 
months ago, to make it more pro- 
found and to promote it until clear 
postulates are established. 
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HEN the Brussels Conference 
assembled seven years ago mone- 
tary conditions in Europe were in the 
most appalling state. Price levels 
were inflated, in many cases still more 
than when the war ended, budgets were 
still unbalanced, and the foreign ex- 
changes were fluctuating violently. 

Comparing the present state with the 
situation of 1920 one cannot but feel 
that progress has been remarkable. A 
large majority of nations have already 
succeeded in establishing their curren- 
cies on a gold basis, and the rest are 
doing their best to reach the same goal 
as soon as possible. 

In 1920 the fate of the gold standard 
was still in the balance. Advocates of 
some kind of managed currency without 
the aid of gold were numerous or at 
least, made their voices heard as if they 
were. The later development—char- 
acterized everywhere by a desire to 
return to gold-—has shown that there 
was never any chance at all of a radical 
change in the monetary systems of 
Europe. After six years’ experience of 
the blessings of managed and misman- 
aged currencies on paper basis few 
people were anxious to have more of it. 
The faults of the gold standard of pre- 
war days were forgotten and it was 
seldom realized how unfair a compari- 
son was made, when a gold standard of 
peace was put up against a paper 
standard of war. ‘These were psycho- 
logical factors which must be taken 
into account, giving the “managed 
currency” advocates no chance of suc- 
cess. Was there ever a more ill-timed 
propaganda for a good cause? 

Be this as it may be, the on 
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characteristic of the European cur- 
rency situation today is the complete 
victory of gold. 

When reviewing in the following very 
briefly the position in various coun- 
tries, it may prove useful to group 
them together in three groups. First 
we have the countries which returned 
to the old gold par, second those which 
have suffered under a heavy deprecia- 
tion but have managed to stabilize 
their currencies on a level above 10 per 
cent of par, and at last the class of vio- 
lent inflationists, which saw their cur- 


rencies depreciate until they reached 


only a few per cent of the old par. 


CURRENCIES RETURNING TO OLD © 
Par 


The first European country to return 
to gold standard was Sweden, (1. IV. 
1924). Unlike Great Britain and some 
other countries, Sweden did not intro- 
duce any restrictions on the right to 
obtain gold coins for notes, but simply 
reintroduced the old gold standard. 
There was, however, one important 
qualification. The import of gold is 
free only for the Bank of Sweden; 
everybody else must have a govern- 
ment import license. Behind this step, 
which was taken on the recommenda- 
tion of the Bank of Sweden, lay a fear 
that the world might see a sharp fall in 
the value of gold which would cause an 
undesirable inflation in all gold stand- 
ard countries. Probably the directors 
had in mind a situation when the sur- 
plus gold funds in the United States 
would be released, flooding European 
gold standard countries and leading to 
a most typical example of “‘embarras 
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de richesse.”” In such a case the Swed- 
ish import restrictions might be used 
and the value of the “krona” raised 
above gold par, which had already been 
done during the war. In that way a 
more stable price level could be main- 
tained. The idea was evidently, that 
the advantages of a gold standard could 
be bought at too high a price, and that 
it would be better to give it up than to 
see a violent rise in the price level. 

How quickly fashions change also in 
the world of finance is best shown by 
the fact that the discussion has ever 
since been dominated by a fear that an 
excessive world scarcity of gold would 
arise, bringing about a depressing de- 
flation. Yet, the gold import restrict- 
tions in Sweden remain unaltered. 

A year later Great Britain and with 
her Holland and Switzerland returned 
to gold, the latter to the pre-war gold 
standard, the two former countries to 
the so-called “gold bar standard.” 
Notes are redeemable not in coins but 
in gold bars. The object of this meas- 
ure is, of course, to prevent gold coins 
from coming into circulation again. 
The pre-war system without any small 
notes at all is considered unnecessarily 
expensive from a national point of 
view. Furthermore, a general return 
to these pre-war habits would entail a 
large increase in the demand for gold, 
as something like £400,000,000 had 
been withdrawn from circulation and 
could be replaced only through a re- 
duction of the reserves held by the 
central banks, whereby the note cover 
would sink below the legal minimum. 
This would lead to an increased de- 
mand for gold and to an undesirable 
rise in its value, calling forth a world 
wide deflation. 

The introduction of the gold bar 
standard in Great Britain as early as 
in the spring of 1925, came as a surprise 
to most’ interested observers. The 
pound sterling had been below par 


during 1924, and although it came 
within 3 per cent of par in March of 
1925 this was considered to be more 
due to speculation than to a readjust- 
ment of the internal price and wage 
levels on a basis compatible with an 
immediate return to par. 

The adjustment of whole sale prices 
was carried out very quickly after. 
wards, and retail prices have been 
followingslowly. Much discussion has, 
however, been going on ever since, 
whether the rise in gold wages, which 
the maintenance of the same nominal 
wages as in 1924 implies, has or has not 
been one important cause of the in- 
dustrial difficulties during the last two 
years. 

On the first of January, 1927, Den- 
mark formally introduced the gold bar 
standard, following in this respect 
England’s example and Bank of Eng- 
land’s advice. The development since 
the beginning of 1925 had been most 
spectacular, for the “krona” had by 
speculation, chiefly in New York and 
Amsterdam been forced up from 70 per 
cent of par to 92 per cent of par in the 
course of a few months in the summer 
that year. It was then decided to 
return to the old par, while there had 
earlier been some discussion of return- 
ing to gold at a lower level. 

This rise in the external value of the 
currency has, of course, lead to a corre- 
sponding reduction of the interior 
whole-sale-price level and thus to an 
industrial crises of extreme severity. 

Two other countries must be men- 
tioned in connection with those which 
have returned to the old parity, namely 
Norway and Spain, although they 
have not yet taken the same course. 
As their currencies, after being subject 
to speculation like the Danish “* krona,” 
are within 2 per cent and 8 per cent 
respectively from par, there can, how- 
ever, be little doubt that they are going 
to do so in the future. 
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STABILIZATION OF CURRENCIES 


Among countries which have been 
subject to a heavy inflation and have 
geen their currencies not break down 
altogether but depreciate so much that 
reintroduction of the old parity has 
become impossible, it is convenient to 
distinguish between two groups. Coun- 
tries belonging to the first one have 
taken the more sensible course of stabil- 
izing without any previous deflation— 
Finland, Belgium and France—whereas 
the others have gone through a period 
of useless deflation and economic crises, 
only to see their currencies rise in value 
but stay far away from parity. 

Although a small country, Finland 
deserves special notice in this respect as 
having carried out better than any 
other country in Europe a consistent 
monetary policy. After the civil war 
and its violent inflation, the whole sale 
price level reached 1200 in 1920. This 
was the year when the post-war defla- 
tion started, which for psychological 
reasons spread to almost every country 
in the world. Great authorities have 
gone so far as to assert that it was im- 
possible for a small nation to remain 
outside this movement. This is, how- 
ever, exactly what Finland did. In- 
stead of deflating she let the foreign 
exchanges rise, i. e., the external value 
of her currency in terms of foreign 
currencies fall. The interior price 
level was kept practically stable and 
has remained so ever since. It was, 
consequently, easy enough to introduce 
the gold standard in 1925 at about 13 
per cent of par. 

As a result of this policy Finland has 
escaped the post-war deflation crisis 
altogether and has been able to re- 
organize her economic life. She has 
managed to carry out successfully the 
most difficult task of changing over 
from production for the Russian market 
to production for export to the western 
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European countries and is now enjoy- 
ing a prosperity which most other coun- 
tries canenvy. She has no unemploy- 
ment and has been able to raise the 
wage level considerably in the course 
of the last five years. 

What good purpose would it have 
served, if the gold value of the Finnish 
mark had been raised to, for instance, 
20 per cent of parity and a severe 
economic crisis had been fostered? 

Whether Finland’s example has had 
any influence on other countries is 
difficult to say. Anyhow the two last 
countries to stabilize their currencies, 
France and Belgium have taken a 
similar course, in so far as they have 
not gone through any period of real 
deflation before the stabilization. 

This statement will, perhaps, seem 
surprising. Did not France raise the 
value of the franc from 240 to the 
pound sterling to 125 to the pound in 
1926? Has not the wholesale price 
level gone down sharply from 837 in 
July to 628 in December the same 
year? 

This is true. Nevertheless, it would 
be somewhat misleading to call such a 
development deflation. Retail prices 
and wages never had time to adapt 
themselves to the rapid rise in whole- 
sale prices during the first half of 1926. 
The decline of the latter during the 
second half of the year, therefore, 
meant little more than a return to more 
normal price relations, no general 
deflation in retail prices or wages being 
necessary. 

The variation in the wholesale-price 
level during the months from April to 
December was due chiefly to changes 
in those commodity prices which 
follow the exchange movements more 
or less slavishly. There was little or 
no increase in “home market prices” 
in the early summer and practically 
no decline toward the end of the 
year. 
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VALUE or THE FRANC AND WHOLESALE 
Prices oy France, 1924-27 


Gold Value 
in % of Par 


Price Index 


28 489 
19 634 
18 688 
1927 I “. 20 632 
630 


Se 
On the whole the exchange disturb- 
ances which were due chiefly to lost 
confidence and flight of capital from 
, France in the beginning of 1926 and to 
restored confidence and a reversal of 
the capital movement later on, only 
- touched the surface of economic life. 
In 1927 the situation has been about 
the same as it would have been if the 
stabilization had been made in the 
beginning of 1926 and the summer 
disturbances had never happened at all. 
(Compare the table above.) 
As to the future of the franc there 
5 can be little doubt that ultimate 
stabilization and return to gold or gold 
bar standard at a point very near the 
present value is intended. 

If one asks for an explanation why 
the inflation which has been going on 
ever since 1914 with only a short break 
in 1921-22, has now ceased altogether, 
the answer can be no other than a 
reference to the belated and longed for 
balancing of the budget. As long as 
the state was every year borrowing 
enormous sums of money to cover 
current expenditure of which only a 
part went for reconstruction purposes, 
equilibrium on the capital market was 

; hardly feasible. The amount of pur- 
chasing power lent out to the state and 
others who wanted capital much ex- 
ceeded the total savings. Thus, an 
artificial purchasing power was created 
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and the outcome could be no other than 
inflation and depreciation. 

Whether in such a situation the fal] 
in the price level comes before or after 
the rise in the foreign exchanges, 
whether it is the cause of the rise jp 
prices or follows it, seems of little 
significance. The important thing js 
that behind the development of both 
lies a lack of equilibrium on the capital 
market, which in the French case was 
due to the financial policy of the state, 

It is interesting to note, as an ex- 
ample of the close relation between the 
latest monetary experiences and mone- 
tary theory, that the most widely 
accepted doctrine in France today is 
the one put forward by Professor Rist, 
now a director of the Banque de France. 
According to this doctrine the price 
movements are not the cause of the 
exchange movements any more than 
the latter are the cause of the former. 
The real cause of the development is 
the state of the public finances. 

This is clearly an undue generaliza- 
tion of the specific French experience. 
A lack of equilibrium on the capital 
market might as well be brought about 
through a too liberal policy on the part 
of the central bank as by an unbalanced 
budget. Inflation would in any case 
be certain. On the other hand, the 
world has seen many cases, especially 
before the war, where the budget was 
never balanced, but where the equi- 
librium on the capital market was 
nevertheless maintained through a 
restrictive bank policy, which limited 
the amount of credit given to business, 
whereby a surplus available to the state 
was created. 

Would inflation and depreciation be 
impossible in a country where the 
budget of the state is so small as to be 
entirely without any significance, a case 
which was quite common before the 
war? 

Belgium made an unsuccessful at- 
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tempt at stabilization towards the end 
of 1925 on a level a little below 25 per 
cent of par. It would carry us too far 
to discuss here the causes of that fail- 
ure. After seeing the franc depreciate 
heavily during the first half of 1926, a 
new stabilization was made at a much 


lower level, about 15 per cent of par. 


This involved a further rise of the price 
level, especially retail prices and wages. 
Belgium is, therefore, a typical example 
of a country which has stabilized with- 
out deflation. 

A new monetary unit belga, worth 
five times as much as the old one has 
been introduced and fixed to gold. 


STABILIZATION AFTER DEFLATION 


Very different has been the monetary 
policy of Czechoslovakia and that of 
Italy. The former country had, like 
Finland, escaped participation in the 
general deflation of 1920-21, and had 
seen its currency continue the deprecia- 
tion of the war period, until it reached 
a value of about one cent. Chiefly for 
sentimental reasons, considerations of 
“national dignity” and the like, defla- 
tion was decided upon and, stimulated 
by foreign speculation, was carried out 
ruthlessly, whereby the currency was 
almost tripled in value. Since 1923 it 
has been kept stable and is now on a 
gold exchange basis. 

In Italy sentimental reasons have 
had even more to do with the course of 
monetary policy and have lead to an 
energetic pursuance of deflation in the 
declared intention to bring the “lira” 
back to par, the only course consistent 
with Italy’s national dignity in the 
opinion of a great many Italians. Such 
ideas are, of course, held chiefly by 
people who had little or no knowledge 
of what consequences deflation from a 
price level about 700 to 150 and below 
that would entail. 

Italy’s position has been quite differ- 
ent from France’s, in so far as prices 
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had been fairly stable for about a year, 
when the last disturbances started. 
This is seen from the following table: 


WHoLesALE Prices aNp Lrra-VALUE IN PER 
Cent or Par 


Gold Value 

Price Index of the Lira 

667 21 
sas 719 20 

702 21 in, 
699 
732 
701 22 

i 594 28 


Toward the end of 1925 and the be- 
ginning of 1926, prices and exchange 
rates were stable and had apparently 
adjusted themselves towards each other 
fairly well. Expressed in gold the price 
level was about 150, which certainly did 
not mean any “undervaluation” of the 
Italian currency. Then, in the spring 
and early summer of 1926, came a sharp 
depreciation which brought the lira 
down from 21 per cent of par in April to 
17 per cent in August. At the same 
time the price level rose from 692 to 
740. In a country which is so depen- 
dent upon foreign supplies as Italy, 
every change in the foreign exchanges 
is bound to influence the general price 
level quickly. 

Now followed a period of energetic 
deflation. Credit was restricted and 
American loans were used to press the 
lira quotation upwards. Of course, 
prices had to move downward. In the 
beginning this was chiefly true of whole- 
sale prices, as retail prices and wages 
had not had time to adapt themselves 
to the higher level, reached in the whole- 
sale market during the summer. It 
may be said, therefore, that the move- 
ment up and down of wholesale prices 
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was only a passing event which failed 
to have any deepgoing influences on 
economic life. In the autumn of 1926 
conditions were back to a fairly normal 
relation, the wholesale price level being 
around 700 and the external value of 
the lira about 22 per cent of par, 30 per 
cent higher than in mid-summer and 
much the same as in the spring of the 
year before. So far there had been as 
in France no real deflation. 

It is important to observe that eco- 
nomic conditions had settled down on 
this level, in order to understand why 
the following deflation caused a crisis of 
so much greater severity than the one in 
France, following upon the stabiliza- 
tion of the franc. The truth is that 
Italy started upon a policy of real defla- 
tion, while France did not. 

From the autumn of last year to the 
spring of 1927 the external valuation of 
the lira was raised another 30 per cent 
and the wholesale price level reduced 
from 701 to 594 (567 in June). This 
meant, of course, that retail prices and 
wages had to come down, too, and the 
crisis was there. In the spring it was 
so severely felt, that it was decided to 
call a halt and to stabilize the lira 
temporarily on a level of 28-30 per 
cent of par. 

It has been little noticed that ever 
since the advent of fascism, Italy has 
been pursuing a policy of slow inflation, 
thereby stimulating the economic life 
and making possible incessant increases 
of nominal wages. The absence of 
industrial strife, so often attributed 
only to fascist “discipline,” has no 
doubt been in no small measure due to 
this fact. Anyhow, the experience 

during 1927 goes to show that labor 
conditions and economic conditions in 
general have, under the influence of 
reductions of wages, rents, etc., been 
much less stable than before. 

It is only natural that the enthusiasm 
for deflation and for a restoration of the 


the foreign exchange market. 


lira to full gold value has vanished, 
Whether the government will decide 
upon a definitive stabilization and 
return to the gold standard on the basis 
of the present value of the lira, it js 
still too early to say, but there are signs 
which make such a course not improb- 
able. 


STABILIZATION OF CURRENCIES AT 5 
PER CENT OF Par or BELOW 


A description of the various states of 
monetary confusion through which 
countries like Austria, Hungary, Ger- 
many, Poland, Russia, Portugal, the 
Baltic countries, and the Balkan 
States have passed is not possible 
within the limits set for this paper. 
They all had periods of violent inflation 
and depreciation and only succeeded in 
restoring stability when the monetary 
unit had fallen to a few per cent or less 
of its par value. 

There is, however, one experience 
which is common to all of them that 
have had a stable currency for some 
time and which must, therefore, be 
noted. When they introduced the 
stable monetary standard, which in 
most cases is tied to gold through a gold 
exchange standard, economic condi- 
tions were bad, partly but partly only, 
because of the antecedent disorganiza- 
tion of the currency. It was found 
that without exception their price 
levels in terms of gold after the stabili- 
zation lay much lower than in countries 
with more stable conditions like the 
United States, Great Britain or Swe- 
den. During the period of inflation 
gold prices had also been relatively low, 
but this so-called “undervaluation” 
was thought due to disappear after the 
introduction of stable currency. This 
proved not to be the case. Evidently, 
the general economic disorganization 
made it necessary to keep prices fairly 
low in order to maintain equilibrium on 
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Price Caances in Certain CouNTRIES 
(in gold) 


Wholesale Prices Wholesale Prices | Retail Prices 
United Great 

Austria | Finland |Germany|| States | Sweden | Britain Latvia? | Lithuania?| Germany | Esthonia? 
= 
1923 |124)1924 |145 1924 |137||1924 hso 1924 |162)1924 |152)|July 22} 75/Sept. 23/108) March 24/107/July 22|100 
1927 ')135 1927 ' |144) 1927 *}136}/1927 '1145)1927'| 145) 1927! |142||Jan. 25) 117|Sept. 25) 145| March 25/136/July 25/138 
| | Jan. 27} 100|July 27 |143|July 27 |150/July 


11st half-year. 


As conditions have later on become 
more normal in these countries, their 
gold price level has shown a strong 
tendency to rise relative to prices in 
the United States, Great Britain and 
Sweden. (Compare the table above) 
This is a fact of some importance for 
the theory of international price rela- 
tions, especially the purchasing power 
parity theory. 


STABILIZATION IN GERMANY 

In Germany the first year after 
stabilization by means of a gold ex- 
change standard, 1924, saw rapid eco- 
nomic progress, in spite of the high 
rates of interest which had to be paid 
by business firms, 12 to 15 per cent and 
more. Nevertheless, credit seems to 
have been granted too freely, for the 
following year a restriction became 
necessary. ‘This lead to a crisis and 
the disappearance of many unsound 
enterprises, which had been started in 
the inflation period. Since that time 
conditions have been improving 
steadily, although the unemployment 
figures are still very high. The most 
important sign of improvement is the 
reduction in the rate of interest down 
to 8 per cent and thereabout for long 
time private business credits. Ameri- 
can loans have contributed largely to 
this development, but it is also due to 
a transformation of capital, which dur- 
ing the period of inflation had been 
given a fixed form, into a more liquid 


2? No wholesale price indices available. 


state. As depreciation of the fixed 
capital proceeded, reinvestment in 
other forms has obviously become 
possible. 

The position in Germany now seems 
thoroughly sound. There is, however, 
always the doubt as to the working of 
the Dawes plan which has not yet had 
its test. The inflow of foreign capital 
has practically balanced the amount of 
German reparation payments and no 
serious problem of transfer has so far 
arisen. In this respect there is certain 
to be a change in 1928 or 1929 at the 
very latest, and by that time a consid- 
erable export surplus in Germany is a 
condition sine qua non. In how far it 
will be called forth automatically is 
still a matter for debate, but of late 
even some German economists have 
been expressing optimism. Person- 
ally, I hold the view that the raising of 
the money for reparations through 
German taxation is more difficult than 
the transfer, and that the sharp distinc- 
tion made between the two by the 
Dawes committee is untenable. When 
the loans from abroad are reduced or 
disappear, the German demand for 
capital goods from German industries 
producing such goods is due to fall off 
and the consequent depression and in- 
creased unemployment will make it im- 
possible to pay all the direct and in- 
direct taxes. The situation as to the 
tax paying capacity will be different 
only German industries 
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capital goods are able to increase their 
export and in that case the transfer prob- 
lem is solved at the same time as the 
taxation problem. 


STABILIZATION IN POLAND AND 
Russia 

Poland introduced a new currency in 
1924, the “‘zloty,’’ with a gold value 
equal to the Swiss franc. The finan- 
cial policy during the following months 
appears, however, not to have been 
sound, so depreciation ensued. In- 
stead of credit restriction import re- 
strictions were in the beginning resorted 
to, in order to make the balance of 
trade “‘favourable.”’ Not until half of 
its value had been lost could the zloty 
again be stabilized in 1926. 

There would be a lot to say about the 
Russian experience, which as one would 
expect has proved to be something all 
by itself. I must, however, confine 
myself to the observation that Russia 
since 1922 has had two independent 
paper currencies with no fixed relation 
to each other. One of them, the 
“*tchervonetz,”’ is covered partly by gold 
and is promised to be redeemable later 
on. The other one, a kind of treasury 
note, has been depreciating at a terrific 
speed. Every now and then a million 
ruble note has been stamped to be worth 
only one ruble, and then printing of new 
notes has continued. The successive 
devaluation of these notes has served as 
a kind of taxation on trade like the 
French and the German taxes on “turn- 
over.” 

As there was no fixed legal relation 
between the two currencies the bad one 
could not in accordance with Gres- 
ham’s law drive out the good one, nor 
could the latter which only appeared as 
notes on 10 gold rubles or more (about 
5 dollars) drive out the former. 

From time to time there has been in 
practice, though not legally, a fixed re- 
lation between the two currencies, and 
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on the whole monetary conditions haye 
been much more stable during the last 


three years than before. > 
CoNCLUDING REMARKS 


It appears from this brief review, that 
the monetary situation is fairly well 
stabilized, except perhaps in Russia and 
in a few countries which have not beep 
mentioned, e.g., Portugal and some of 
the Balkan states. Of the most im. 
portant countries only Italy has not yet 
declared in favor of a stabilization as 
soon as possible in the neighborhood of 
the present value of thecurrency. 
tinued deflation in that country is stil] 
within the limits of possibility. 

Only Switzerland has returned to the 
pre-war gold standard without any 
changes. The majority of countries 
have introduced either the gold bar 
standard after British fashion or the 
gold exchange standard, which is later 
on to be exchanged for either gold or 
gold bar standard. 

Practically all the currencies are in 
one way or other tied to gold and it 
seems unlikely, except in the case of an- 
other war, that there shall soon be fresh 
examples of monetary disturbances. 
The most important currency problem 
of Europe today is — the American one. 
With their currencies attached to gold 
everything depends upon the future 
value of gold, which for the next few 
years to come is a question of Federal 
Reserve policy and nothing else. 

The fall in the price level during the 
last two years in European countries 
with stabilized economic conditions has 
aroused a keen interest and some sus- 
picion that the Federal Reserve author- 
ities favor a policy of slow deflation or 
at least fail to realize how destructive 
such a policy would be in Europe. A 
reversal of this development of which 
there have been of late some signs 
would be welcome. A world wide rise 
of the price level by some 10 per cent, 
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balancing the last three years’ decline 
in Great Britain and the “neutral” 
countries, would not bring with it any 


danger of prices running out of control. 
It would leave the European currency 


7 


situation as sound as it is now or more 
so, and it would do much to get the 
wheels of industry running and to re- 
store a certain amount of optimism and 


prosperity to poor old Europe. 
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By H. B. Burter, C.B. 
of the International Labor Office 


m4 a O give any general estimate of the 
; position of labor in Europe at the 
present time is not easy to accomplish 
within a reasonable compass. Condi- 
tions differ widely from country to 
country. Trade-unionism takes vary- 
ing complexions according to the sur- 
roundings in which it has been born 
and developed. Though its funda- 
mental principles are generally the 
; same, their practical application is 
subject to the influence of national 
psychology and national tradition. 
There is, for instance, a wide diver- 
gence between the methods of the 
British, French and German trade- 
union movements, and what is true of 
the trade-unions is even more true of 
the political labor movements. AIl- 
though they are similar to the extent 
that they all profess the socialist faith, 
there are considerable variations in 
their interpretations of it. Except on 
very broad lines it is impossible to 
present any composite picture of the 
position of the labor movement in 
Europe or to arrive at any compre- 
hensive generalizations about it. All 
that can be done is to point to its main 
tendencies and its principal lines of 
advance. 


Two Groups or TrapEe-UNIoNs 
In all countries trade-unionism made 
great strides during the war, when 
economic conditions were particularly 
favorable to it. In almost all Euro- 
pean countries, as in the United States, 
there has been a regression since 1920. 
: The European trade-unions are grouped 
in two principal organizations: the 
International Federation of Trade- 

160 


Unions, which has its headquarters at 
Amsterdam, and the International 
Federation of Christian Trade-Unions, 
which is located at Utrecht. The 
former is not confined to Europe but 
embraces the unions of some extra- 
European countries, notably Argen- 
tina, Canada and South Africa. The 
great bulk of its membership, however, 
is to be found in Europe. Its numbers 
at the end of 1925 amounted to 
13,131,000 of which more than 12,900,- 
000 were Europeans drawn from eight- 
een different countries. This figure 
shows a decline of about 3,500,000 since 
1923. This was mainly due to the 
falling off of the membership of the 
German trade-unions during the period 
following the collapse of the mark, 
but in the last eighteen months the 
gradual improvement of conditions has 
brought about a recrudescence of trade- 
union activity in Germany, so that at 
the present time the membership of the 
International Federation is probably 
somewhat larger than that given in its 
last official census. The report of the 
executive, no doubt rightly, attributes 
the general decline of membership to 
the persistence of trade depression and 
the consequent prevalence of un 
employment. 

The International Federation of 
Christian Trade-Unions has also suf- 
fered a reduction of numbers. Whereas 
in 1923 it counted more than 3,000,000 
members, this figure had been reduced 
by about a million in 1925. The 
Christian Trade-Unions are principally 
Catholic organizations, who differ from 
the independent unions in their general 
conceptions of the ultimate aims 
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jabor policy, but which largely agree 
with them on immediate questions 
concerning wages, labor legislation, 
and so on, and sometimes codperate 
with them locally in taking joint action 
in the face of the employers. The 
Christian Federation has affiliated 
organizations in twelve countries, of 
which the most important are Germany, 
Holland, Belgium and Czecho-Slovakia. 
Like the Amsterdam Federation, it also 
has a number of “‘trade-internationals”’ 


affiliated with it which are international 


federations of the national organiza- 
tions in different industrial groups, 
such as textiles, mining, transport and 
s on. There are twenty-six such 
federations attached to Amsterdam and 
fifteen attached to the Christian Fed- 
eration. 


ORGANIZATIONS 


In addition to these two large groups 
there are two others of a somewhat 
different character, namely the Fascist 
and the Communist organizations. 
The former are confined to Italy and 
therefore have no international charac- 
ter. They consist of the fascist corpo- 
rations which were set up by law in 
Italy and of which membership is 
practically compulsory for all trades 
and professions. According to the 
statement of their president, they at 
present number about 3,000,000, and 
although strikes and lock-outs are 
prohibited, the corporations conduct 
negotiations with the employers, sign 
collective agreements and defend the 
interests of their members before the 
labor courts which have just been 
established to deal with industrial 
disputes. This new industrial ma- 
chinery has hardly yet begun to func- 
tion, but it is interesting to note that 
the decisions given by the labor courts 
in the first two cases which have come 
before them have both been unfavor- 


Fascist AND CoMMUNIST 


ant 


In the first 
case, a court ruled that a lock-out even 
by a single employer was illegal as 
being “‘prejudicial to the interests of 


able to the employers. 


the nation and therefore prohibited by 
the law.” Refusal to work by an 
individual worker, however, is not un- 
lawful, as a strike means a collective 
stoppage of work. In the second case, 
a court refused to sanction the em- : 
ployers’ claim for a reduction of wages 
for the workers in the rice-fields and 
ordered the scale to be fixed at the _ 
figure which their corporation had 
offered. 
Of the Communist organizations — Pe 
which are affiliated with the “Third 
International” it is difficult to speak — 
with any certainty. Outside Russia — haar 
the principal aim of communist 2 
is rather to disrupt and destroy - 
existing trade-unions than to create 
rival bodies for the purpose of — 
bargaining. As their aims are — 
revolutionary, they do not have any 
regular relationships with the em-— 
ployers or with the State and are, 
therefore, of a political rather than of 
an industrial character. In Russia _ 
itself there are said to be 9,000,000 _ 
trade-unionists. The leaders of the | 
Third International claimed to have in = 
1924 about 1,000,000 organized ad- 
herents in France, Germany, Czecho-— 
Slovakia, Finland and the Baltic — 
countries, with perhaps an equal num- 
ber of sympathizers in Great Britain 
and the Balkan States. There are no 
means of checking these figures, which 
are in all probability exaggerated. 
The only national trade-union move- 
ments which have given their allegiance 
to Moscow are those of Norway and 
Finland, of which the former has al- 
ready withdrawn its adhesion. In 
fact, during the last three years, there 
has been a decline rather than advance 
of the communist organizations in 
Europe, particularly in Germany. 
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Trape-Unionism Is PowEerRFUL 


In spite of the reduction in member- 
ship during recent years, the forces of 
regular trade-unionism are powerful, 
_ far more so than they were in 1914. 
_ In order to give some idea of the present 
strength of the unions, their numbers 

may be compared with the total wage- 

4 earning population engaged in industry 

in the principal European countries. 
7 The result will be seen in the following 
table which relates to the year 1926. 


. , | Trade-un- 
Industrial | . Per- 
Mem- 

Country Population centage 
Great Britain | 12,000,000} 4,365,000} 36.37 
Germany .| 11,750,000} 4,182,000} 35.59 
France ...... 5,550,000 605,000; 10.90 
Belgium .....| 1,500,000 552,000) 36.80 
Austria ...... 2,200,000 807,000} 36.68 
Sweden......| 1,000,000 384,000; 38.40 


If these figures are compared with 
those of 1914 they will be found to 
denote a considerable spread of trade- 
union ideas, and it is not improbable 
that when better conditions return a 
good deal of the ground lost during the 
post-war depression will be recovered. 
As has already been suggested, how- 
ever, trade-unionism takes different 
forms in different national surround- 
ings. In England and Germany, for 
instance, although closely linked with 
the political labor movement, the 
trade-unions maintain complete inde- 
pendence both of method and organiza- 
tion. They are essentially industrial 
bodies seeking to improve the position 
of their members and to defend their 
ranger by industrial action, that is to 
say, by collective agreements with the 
employers or in the last resort by using 
the strike. In France, on the other 
hand, trade-unionism is more political 
in character in the sense that it has 
relied more on political than on indus- 
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trial methods to achieve its aims 
Unlike British and German trade 
unionists, the French trade-unionig 
has not favored mutual benefit systems 
which supply cohesion to so Many 
trade-unions in Anglo-Saxon countries, 
French unions are, therefore, liable to 
greater fluctuations of membership, 
While a fight is in progress, numbers 
swell rapidly, but they dwindle again 
after victory or defeat. The influence 
of the unions, however, is much greater 
than their regular forces might seem to 
warrant. The Confédération Générale 
du Travail plays an important part in 
the economic life of the country, but 
has been hampered by the constant 
warfare carried on against it by the 
Confédération Générale du Travail 
Unitaire, which is the rival body set up 
by the communists. 


Unronism’s Part Economics 


It is a notable indication of the 
strength which trade-unionism has 
acquired since the war that in several 
countries it has been called upon to 
play a functional part in the economic 
organization of the State. In Italy the 
State is, indeed, now spoken of as the 
“corporative state.”’ Production is 
regarded as a national matter, and to 
the employers and workers organized 
in their respective corporations is 
assigned the definite duty of maintain- 
ing and promoting the productivity 
of the country. For that purpose, 
however, they are subject to a con- 
siderable measure of governmental 
supervision and control, a fact which 


distinguishes them sharply from the | 


employers’ and workers’ organizations 
in other countries. In France and 
Germany the notion that economic 
matters require consideration by 4 
functional body has also made some 
headway by the creation of National 
Economic Councils, known as the 
Conseil Economique National in France 
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Reichswirtschaftsrat in 
Germany. In both these bodies the 
tade-unions are powerfully repre- 
sented, and though both of them only 
gercise advisory functions, they have 
io be consulted on a wide range of 
economic questions and pass in review 
intended legislation on industrial mat- 
ters. It cannot be said that either has 
ssyet firmly established its right to be 
considered the supreme authority in 
the economic sphere. Both have had 
to face a good deal of popular mistrust 
and ignorance, as is the usual fate of all 
yew institutions superimposed upon the 
existing machinery of government. 
Both have also been regarded some- 
what askance by the older parliamen- 
tary assemblies, who are jealous of 
relinquishing any of their prerogatives 
and fearful that the prestige of the 
politician may be diminished by the 
unwelcome intrusion of the expert. 
But these Economic Councils point to 
a important new departure, both as 
tending to modify parliamentarism by 
the regular consultation of technical 
men on technical questions and as 
admitting the right of workers’ organi- 
ations to be heard and to play a con- 
structive réle in the economic field. 
The same tendency was illustrated by 
the composition of the Economic Con- 
ference called this year by the League 
of Nations, which contained relativ ely 


7 the 


; | few official nominees, but mainly con- 


sisted of independent representatives 
d industry and agriculture and which 
included a number of delegates from 
trade-unions and coiperative organiza- 
tions. It is of course much too early 
to say how far this tendency may be 
permanent or capable of development, 
but it opens up a new range of con- 
structive activity for workers’ organi- 
ations, which in an age fostering ever 
geater industrial combinations may 
have an important influence on the 
future evolution of 


wed 

EFFECTS OF THE WAR ON LABOR 
MovEMENTS 


The effects of the war were not 
confined, however, to the spread of 
trade-unionism. They were felt not 
less by the political labor movements in 
most European countries. The growth 
of their parliamentary power went 
hand in hand with the expansion of 
trade-union membership, not so much 
because the unions themselves play a 
big part in politics, though this is the 
case in most countries, but because the 
consciousness of power swelled the 
number of working-men who felt that 
as electors they could now look to their 
own party to improve their social and 
material position instead of relying on 
the older political organizations. 
realize the extent of this change a; is 
only necessary to cast the mind back to 
the pre-war period. In those days the 
socialist or labor parties were weak in 
every country. They were condemned 
to permanent opposition. The 


party in power. 
the ars which 


it all the easier to the 
doctrine of class-warfare, upon which © 


most of them were based. They re- 


garded themselves as formally debarred _ 


from participating in government as 
long as the capitalist state existed, 
because government could only mean 
the executive power of the classes 
who held economic predominance. In 


those days a socialist who joined a 


government ceased by definition to be 
a socialist. 

The exigencies of war, however, 
forced a modification of this attitude. 
In all the belligerent countries, except 
Italy and Russia, the socialist parties 


supported the government in organiz- 


best 
that they could hope for was to realize _ 
a small portion of their program as the — 
price of their support to some Liberal 
Moreover, their knowl- | 
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ing the national defence and stimu- 
lating war-production, while in three 
of them, Great Britain, France and 
Belgium, their representatives actually 
served as Ministers for the first time. 
After the armistice a further develop- 
ment took place. In a considerable 
number of countries the wave of 
democracy, which the war threw up, 
swept the socialist parties forward to 
the acquisition of such numerical 
strength that political power was 
brought almost within their grasp. 
In Germany and Austria the violent 
reaction against the old régimes which 
had expired in defeat made the social- 
ists the strongest party in the State. 
In Great Britain, France, Belgium and 
the Scandinavian countries their par- 
liamentary forces were immensely 
strengthened. In these circumstances 
they could no longer preserve a purely 
negative attitude without alienating 
the support of great masses of their 
followers, who had sent them to 
parliament not to destroy, but to rule 


as soon as the opportunity offered 


itself. In other words, whatever their 
theoretical tenets, the socialist parties 
of almost every European country 
perforce became constitutional. They 
could not still proclaim themselves as 
opposed to the existing order. They 
became an integral part of it—no doubt 


_ with the intention of modifying it by 
_ parliamentary action as other parties 
had done before them, but no longer 
_ with the aim of overthrowing it. 


This 


metamorphosis was the more readily 


_ accepted in view of the demonstration 
_ furnished by Russia of the catastrophic 
_ effects produced by following literally 


the Marxian creed. 


The general mis- 


_ ery resulting from the violent disrup- 
_ tion of the economy of the State was a 


lesson not lost on the majority of the 
European workers. The communist 
example did more than anything else 
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to counteract the workings of th, 
communist doctrine. It is true that jt 
threatened at one time to acquire , 
firm hold in Germany, but its influenee 
may be almost wholly ascribed to the 
terrible conditions under which yas 
numbers of the people were living, 
while a few others were openly revelling 
in an illegitimate prosperity at their 
expense. As one writer puts it, “the 
fascination of Marx is exactly his 
attack on the inequality of the existing 
régime; and it is only by the remedy of 
that inequality that his hold over the 
minds of men is likely to grow less.” 
As normal conditions have been grad- 
ually restored, the communist flood 
has ebbed rapidly in Germany, and 
in countries where a fair level of gen- 
eral prosperity has been maintained 
throughout, it never rose to dangerous 
heights. Unlesssome unforeseen catas- 
trophe occurs, there is no reason to 
suppose that the communist fever will 
again seize any country in Europe. 


This does not mean that there is sucha | 


level of universal contentment that 
Marx’s economic teaching has lost all 
its attraction, but rather that the 
pressure of poverty is not felt to be so 
intolerable by great masses of people as 
to demand some immediate and drastic 
remedy. There will probably always 
be a communist party in most Western 
European countries, but it will consist 
of a protestant minority, which does 
not expect to be called upon to put its 
preaching into practice and which will 
thus resemble the old socialist parties 
of pre-war days. As were they, so will 
the communist group be a constant 
source of alarm to those who do not 
realize the solidity of society and the 
aversion of the vast majority of all 
classes to subversive change; but, 
except in the event of some great 
upheaval, its real power of destruction 
will be practically negligible. 
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hat it AssocIATION OF LABorR PARTIES 

Ure a WITH THE LIBERALS 

- There was, however, another prob- 
e 


lem which the growing labor move- 


vast} nents had to confront. Though 
= powerful, they were none of them 
— powerful enough to assume the reins 
7 - of government unaided. None of them 
the ssed, or seemed likely to possess 
a in the near future, an unchallengeable 
re parliamentary majority. They were 
nh therefore faced with the alternatives 
lone . | either of collaborating with the liberal 
’ | “bourgeois” parties, to whom they 
= had always professed unalterable hos- 
pre tility, or else of permitting conservative 


governments commanding a minority 
gen- | if the electorate to govern for a con- 


= siderable term of years. This dilemma 
atas. | *8S resolved in different ways in 
a te diferent countries. In Great Britain 
ewill | Labor Government took office in 
rope 1924 with the provisional but un- 
| covenanted support of the Liberal 
that Party, the withdrawal of which led 
st all | its fall at the end of nine months. 


the | 2 Sweden a Socialist Government had 
alonger reign, thanks to a tacit agree- 
ment with the Liberals, which per- 
mitted it to accomplish some items of 
its program at the expense of sacrificing 
others. In Denmark and in Finland 
wcialist governments have succeeded 
does |! maintaining themselves with small 
majorities by virtue of a similar tol- 
eance of the liberal parties. In 
France, on the other hand, the social- 
ists refused to take office on sufferance, 
and preferred to give their critical 
support to a liberal government. In 
other countries again, such as Belgium, 
Czechoslovakia, Germany and Poland, 
but, the socialist parties have actually 
formed coalition administrations in 
conjunction with the liberal parties. 
These events show clearly enough, 
frst that liberalism is still a live force 
in politics, and secondly that the gulf 
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between it and the modern socialists 

is no longer impassable. Whether 

this should be interpreted as implying 

that liberalism is becoming more 
socialistic or that socialism is becoming 

more ‘‘bourgeois”’ is a matter of opin- 

ion and the answer would vary i 

each country; but in practice the result my: 
is certainly a relaxed tension in i ae 
opposition between the two creeds and | 

at least a temporary rapprochement — ; 3 
between those who hold them 
to the immediate objectives to be 
achieved. 


there has been a general ebbing of the AG : 
labor advance. Belgium and Finland 
are now the only European countries” 


government. Like other parties they _ 
are subject to the swinging of the 


pendulum of popular favor, and s 


no doubt profit in due course from the 
mistakes or misfortunes of their op- 
ponents, as the latter have profited | . 
from theirs. 
It may be surmised, however, that 
the experience of power has had © 
a double effect. By teaching the 
difficulties and responsibilities of gov- 
ernment it has rendered the labor 
parties of Europe less than ever dis- 
posed to believe in the efficacy of 
heroic remedies, though not less con- 
vinced that remedies are needed for © 
the present state of things as they see fs 
it. On the other hand, they have 
been initiated in that hard training in 
the art of ruling, by which alone any 
set of rulers can become capable of 
exercising it wisely and well. Their 
passage into the governing ranks has 
not brought about either the manifold 
disasters or the unmeasured blessings, 
which were prophesied by their foes _ 
or their friends, but it marks a new 
stage in the evolution of politics, — 


; 
4 
| 
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which definitely separates the present 
period from its predecessor. It may 
even become the characteristic feature 
of the political history of the twen- 
tieth century, as the spread of demo- 
cratic liberalism was the hall-mark of 
the nineteenth. The further we in 
Europe are able to stand back from 
the war-years, the more clear it be- 
comes that they constitute the dividing 
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line between two historical epochs, 
We are now embarking on a new era, 
of which the prevailing currents cap 
as yet only be dimly felt. Whether 
the rise of labor power is destined to be 
one of them no man can yet say with 
assurance, but it has been so notable 
a phenomenon in the last decade that 


it may well prove one of the determin- 


ing factors in our generation. 


| 
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HE war was a great split in the 

life of all people of Europe. It 
was like an illness which came to an 
operation, and the ill man must have 
along time for gaining his health again. 
All that we possessed, all that we 
worked and produced for the war, our 
whole life is changed and nothing 
¢tands as it has stood before. If 
anyone wants to understand the great 
difference between the time before and 
the time after war, he must at first look 
at the political change that has taken 
place. 


PoLiITICAL AND Economic PowrErs 
BEFoRE THE WAR 


Before the war we had some great 
empires, which represented not only 
political institutions but also great 
economic centers, where production and 
consumption were developed during 
a very long period, in most cases 
durmg some centuries, and where we 
lad organized the right balance 
between both necessities, production 
and consumption. War has broken 
the old political, and afterwards the old 
economic powers. Look at Austria 
and Russia and Turkey, and everybody 
can understand that the old eco- 
nomic relations are broken and that 
we must build up new ones. We have 
13,000 kilometers more of political 
frontiers and that means economic 
frontiers at the same time. The goods 
which we have produced before in 
the whole of the Austrian Empire are 
now produced in five or seven different 
states. Competition is much greater 

before and the economic state 
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is much smaller. So that, if we have 

large factories in one of the small 

states, which we have in the United 

States, we never will find the pos- 

sibility for selling all the produced 

goods, if we will not pass different 

frontiers, where the high custom tariffs" 

hinder the free circulation of goods. 

America is a country where 120,000,000 _ 
people are living in one economic | 
state. Where all the goods in traveling 

will not find any obstacle, so that the 
question of tariffs is quite different in 
America than in Europe. It is pos- 
sible that some people may say: if we 
get more products than before the war, 
the European consumers must get 
cheaper produced goods. That is not | 
true, because every country wishes to 
send goods to its neighbors, but no one 
likes to take goods; that is one of the rea- 
sons why we have so many tariffs. The © 
consumer in this way does not get the 
advantages of more production. That 
is one of the reasons why we have such _ 
great economic difficulties in Europe. 

The other reason is that we have lost 

a great deal of our economic richness. 
We have lost men, and for all the men © aA —-. 
who have been in their best working ~~ 
age, we have lost houses, villages and \ 
towns and all goods, because we have 
not only destroyed produced goods, 
but we have also spoiled our soil. 7 
So that we no longer get so many 
foodstuffs as we produced before the 
great disaster. In pre-war time we — 
produced the most of our foodstuffs 
and only a part of what we needed _ 


came from the markets from oversea 


— we must buy more goods to 
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markets, so that we cannot get 
cheap foods. If we get foodstuffs from 
oversea markets we must pay more 
7 for them, because the costs of produc- 
‘on tion are higher and the loss by trans- 
port is higher where goods must pass, 
___ by a long way, than by a shorter one. 
As the European state is now a better 
buyer, goods are more in demand at 
all markets, so that we have higher 
prices for nearly all goods which we 
must buy. If we look at the table of 
the index of wholesale prices on the 
next page we will get the ratification 
of our remarks. 


Hicu Prices anp Low INcomMEs 


‘That is not all that we must state, 
_ if we wish to give a real picture of the 
economic difficulties of European con- 


not always a difficulty. Also in the 
United States we have higher prices, 


ducers can send more goods to Europe. 
But in the United States the people 
also have higher wages and higher 
salaries. If the rising prices can go 
hand in hand with better wages and 
better salaries, people can buy as 
usual. In Europe we have not only 
lost goods, we have also lost money, 

_ so that we have no longer the wealth in 
financial goods as before the war. 
i We must produce a lot of wealth, if we 


That is a very great difficulty 
and often if we have the opportunity 
to meet American people we feel that 
they cannot understand what a diffi- 
culty it is, if we cannot get higher 
incomes, when prices are rising. 

People have only one weapon against 
such a difficult situation. They must 
consume less and the production loses 
We possess 
not a single European Country where 
we can get the same consumption as in 
year 1913. Lower consumption 
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means lower production. If 

cannot buy shoes, we cannot produce 
shoes, if they cannot use other com. 
modities, we get more unemployed 


people. 
DiFFICULTY IN COMPARING Ficgurgs 


It is a very difficult task to compare 
the different figures, where the wages 
and the prices of the living standard 
have obtained a better relation and 
where not. It is not possible to give 
figures about this, without publishing 
a book. It is difficult, because the 
statistics in the different countries are 
taken in different years, and by the 
change of currencies we do not always 
have figures that are really com- 
parable. The International Labor Of- 
fice has submitted to the International 
Economic Conference a very interest- 
ing statement about the wages in the 
large and the capital towns in Europe. 
The most interesting of all the tables 
are the figures about what people could 
buy in a week for their wages in the 
year 1924 and what people can buy 
now. Here we can see that a worker's 
family in America must spend 382 
per cent for foodstuffs and a European 
worker’s family in the most of all 
cases 50-60 and yet more per cent. 
These two figures show very well 
why the European people cannot 
buy much industrially produced goods, 
because the number of unemployed 
people is always at the same level. 
All the figures show only the wages 
of the best wage-earners and we 
must, if we will understand what it 
means for the consumers, state that 
we have wage-earners who are earning 
less than the figures show. 

If some one sees the statement, 
which we have given, he will say: 
Yes, it is possible that the industrial 
people will deal with all these difficul- 
ties. But Europe has more agricul- 
tural people who are not only buyers, 
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but also producers. Agricultural people 
are often better consumers than the 
people of towns and industry, because 
they must also buy materials for their 
production and the home of a farmer 
is not only a small organization for 
consumption, but also a small organiza- 
tion for productive work. So we must 
also say something about the agri- 
cultural situation. Three of the dele- 
gates of the International Economic 
_ Conference, Monsieur Gautier, Mr. 
Hermes and Mr. Lindsay, who came 
from different countries, have sub- 
mitted a very interesting statement 
about the prices of industrial and 
agricultural products. We will re- 
produce only one of the tables, that we 
may not get too many figures in our 
statement. 

The agricultural consumers have 
received higher prices for their goods, 
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but the prices for the industrial good, 
have risen more, so that the byy; 
power for their own consumption is 
also lower than in 1914. We hay. 
given the reasons why we haye 
such high prices for all the industria) 
goods before, and we may only say 
that we will find the key for all diff. 
culties in the high custom tariffs and jp 
the high taxes. Every country mys 
have the highest taxation, because ye 
have to pay the debts of war not only 
to our own country, but also to the 
different foreign countries. The sum 
we pay to them will never be returned 
to us, the consumption came not as 
whole to the countries which ap 
paying the taxes. The people have to 
bear only the burdens, which raise the 
prices. The last who will get all the 
difficulties are the consumers. 

What can we do to get better 


Compartson Between THE INDEX or Prices or Propucts THE INDEX oF Various 
ArticLtes Boucut By AGRICULTURE 


Half of the countries answered to the inquiry 
(Currency: dollar) 


Ne i 
Buying Power 
Index of of the Sold for the : 
| 
Goods 
% % % 
Sold agricultural 129.8 
Expenses of exploitation: 
Machines—instruments................... 154 84 +19 
Culture for ne 128 101 —1 
errr 145 90 +12 
Veterimary.......... 135 96 +4 
Agricultural buildings... 165 79 +27 
Total: Expenses of exploitation............ 143.5 90.5 +10.6 
Domestic consumption: 
L 
Total: Domestic consumption... .......... 175.9 73.8 435.5 
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sumers find that the agricultural com- 
mission has proposed a very good 
scheme. All obstacles which we find 
in our way can be surmounted only 
ff we get a better organization of 
economic life. At Geneva we have 
heard that people, especially industrial 
people, think the best way is to or- 
ganize large international cartels, which 
are charged with the duty to produce 
better goods at lower prices. That is, 
in some cases, principally for the big 
industries, one of the ways which 
evolution will go—but that is not the 
way for the agricultural people. The 
crisis is not only an industrial one, and 
a remedy which is only for industries 
will never help to overcome obstacles 
with which we have to deal. The 
resolution which was agreed to by the 
international commission of the Eco- 
nomic Conference, states that the in- 
ternational cartels must take care of 
the living standard of laboring people 
and of consumers, if it will not be a dan- 
ger, but a real help to the community. 


Lower TARIFFS 


Another idea which was not dis- 
cussed at Geneva, but which is always 
proposed in the discussions and in the 
parliaments of all nations, is that if 
the prices for industrial goods are 
higher, because we have high custom 
tariffs for them, we must only raise the 
tariffs for agricultural products, so that 
the farmers and the agricultural labor- 
ers get more money, so that they can 
be better consumers. We have seen 
that one of the great difficulties of 
Europe is that we do not have money 
enough for financing our economic 
life. If we get higher prices for agri- 
cultural products we will gain more 
consumption in the agricultural areas, 
but at the same time we must lose 
consumers in the industrial population. 
We get no more consumption. We get 
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only another distribution of goods. A 
real help can be realized only if we get 
lower tariffs for all goods, and we are 
glad to say that some of the European 
governments have ordered that the 
ministry, which is obliged to observe 
the questions of tariffs, shall see where 
the state may begin to lower the 
tariffs. So that we come to another 
economic situation. Surely we will 
have some difficulties, because the 
income from the tariff taxes is in most 
of the states a large part of the whole 
income of the state and we must find 
other sources for reéstablishing the lost 
part of the state’s income. We can 
also report that in some parliaments, 
particularly in Germany and France, 
the majority have taken a very strong 
opposition against new proposals for 
raising tariffs for foodstuffs. Not 
higher tariffs for foodstuffs, lower 
tariffs for all goods, that must be the 
call in all nations. 


Co6PERATION 


Lower tariffs are one of the sup- 
positions for the rationalization of the 
economic life in Europe. The free 
way, which we will get by that reforma- 
tion, gives free chance to another 
organization, which is very important 
for the rationalization of distribution 
and later also for production. It is 
possible to begin the rationalization 
by the producers, as the cartels and 
other industrial societies are doing it. 
It is also possible to begin the organiza- 
tion by the consumers and that is one 
way, which a large crowd of organized 
consumers find better and more demo- 
cratic. The agricultural population 
has the same manners of living as the 
consumers. The small farmers repre- 
sent a larger number of people than the 
bigger ones. 

The life of the consumers begins at 
the family household and the life of 
the majority of the farmers begins also 
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As the human body is composed 
of cells, also the economic  strye. 
ture is composed of cells; such cells 
are the small communities of the 
households. 

Coéperative societies are the trade. 
unions, and the political parties for 
both the households and the farmers, 
In the United States, 
trial unions are the most developed 
in comparison with the other states, 


in a small household. All the small 
communities cannot work for the im- 
provement of the living standard if 
they are not organized with their 
brothers and sisters of the same kind. 
For both we have only one form, which 
is a good one, a democratic form for 
economic education, that is Coépera- 
We see, that the farmers of all 
lands and the consumers of all nations 
have organized a large minority of all 


tion. 


people in codperative societies. 


If we begin the organization of the 
we organize the 
kings and emperors of the economic 
life and we will never get a good 
constitution for the whole of mankind. 
It is much better to begin with such an 
organization not at the top but at the 
bottom, with all the small economic in- 
stitutions, which we never see, as they 
must be regarded as the most impor- 
tant cells of the whole economic world. 


world by cartels, 


where indus- 


we find a great and very impor 


pools. 


tant organization of farmers, who 
organize their markets in large wheat- 
That means not only an im. 
provement of the economic life, but 
also freedom and self-government for 
the people. 

In all countries we have now grouped 
52,000,000 consumers in codperative 
societies, and in all countries we have 
agricultural codperative societies,which 
groups another half of the population. 


Turnover in Swiss Francs Noted 


Number of Number 
Member of the at the Average Currency 
ad) © San Codperative of the 
Societies Country Societies Wholesale 

Great-Britain and Ireland......... 1,289 4,910,983 47,357,710 4,585,929,544 2,367 ,796,722 
Germany 1,429 4,100,945 63,118,782 902,595,425 319,898,120 
1,868 337,500 3,386,274 273,850,000 187,101,312 
Finnland . 583 386,143 3,364,807 308,728,223 176,645,560 
841 381,108 3,880,320 324,251,388 160,048,716 
769 759,635 13,613,172 249,069,482 138,815,166 
900 315,174 5,904,489 360,697 ,320 135,641,060 
1,563 1,291,947 39,209,518 ? 86,657,261 
1,971 834,549 7,980,143 88,355,175 53,249,915 
127 360,000 6,536,893 95,472,800 51,577,372 
dt cous 1,177 550,773 27,192,674 88,163,965 41,402,202 
437 103,157 2,649,775 125,465,910 29,544,652 
316 148,491 6,866,314 52,307,477 26,231,923 
heed 277 78,214 1,107,059 33,681,702 19,960,260 
TLL 4,727 513,305 16,262,177 47,076,349 16,722,860 
Australian Federation............ 24 48,833 5,435,734 ? 12,620,046 
479 139,301 105,710,620 257 004,774 11,667,878 
60 45,249 4,846,971 10,108,445 7,348,838 
129 119,946 84,141,687 45,308,812 6,623,075 
189 42,860 2,028,971 10,218,000 4,753,636 
38 18,000 21,389,842 14,838,000 2,568,637 

109 38,862 12,017,323 33,146,560 ? 
44,958 25,208,959 641,859,825 | 14,057,106,142 4,536,480,700 
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We possess only figures for the trade 
ghich is done by the wholesale societies 
of different states. It is more difficult 
to get the agricultural figures, where 
ge don’t find wholesale societies in all 
countries and the business done by the 
local branches is not easily usable for 
statistical figures. 


For A New Economic 
EvoLution 


If we obtain a good relation between 
producers and consumers in all coun- 
tries, and also between the agricultural 
people in the oversea countries with 
the national and the international 
wholesale societies of consumers, it is 
possible to share the profits of the 
middlemen between consumers and 
producers and we will get lower prices 
and better incomes for both. Surely 
that is a long way. Europe must get 
a new economic evolution if we will 
not have a crisis which will never end. 
The health of Europe cannot come if 
we heighten the prices by new custom 


tariffs; it cannot come if we charge one 
part of the people more at the cost of 
the other half. We must see that we 
get codperation between the most 
important part of the BO. 
When the consumers get lower i 
and the farmers at the same time 
higher prices, both industrial a 

ers and unemployed people will be 
better occupied. So we find the — 
scheme of the resolution of the eco- 

nomic conference, which deals with — 


the questions of codperation and 


collaboration the best way for in- 
ternational help. 

The way is long! Yes, but it is 
only a question of education. If we 
educate all people to understand 
the importance of the organiza- 
tion of coéperative societies, if we 
show them what we can gain in 
doing so, I am sure we will have ina 
short time such a large organization 
of agricultural producers and consum- 
ers, that we can lay the foundation- 
_ stone for : a new commonwealth. 
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REPORT OF 


INTRODUCTION 
its resolution of September 24, 
1925, relating to the summoning of a 
World Economic Conference, the Assembly 
of the League of Nations declared itself 
_ “firmly resolved to seek all possible means 
of establishing peace throughout the world” 
and affirmed its conviction that “economic 
peace will largely contribute to security 
among the nations.” It further emphasized 
the “necessity of investigating the economic 
_ difficulties which stand in the way of the 
revival of general prosperity and of ascer- 
taining the best means of overcoming these 
_ difficulties and of preventing disputes.” 

The Economic Conference has constantly 
kept these general directions in view. At 
_ the end of nearly nine years after the war, 
during which the disturbances resulting 
_ from that unprecedented catastrophe have 
had time to reveal their permanent effects, 
the Conference has used its best endeavors 
to discover and analyze the fundamental 
uses of the troubles from which the world 
_ is at present suffering, and to find remedies 
which, if they will not effect a complete 
cure, will at least afford some of the relief 
for which the civilized world is so insistently 


cal.ing. 


The Economic Situation 


2. The documentation prepared by the 
Secretariat under the direction of the 
Preparatory Committee, to which many 
commercial and ndustrial organizations in 


Pe; 1 The report, with the resolutions, was adopted unan- 


imously by the members of the Conference except for 
the abstention of the members of the U. 8. 8S. R. delega- 
tion (who, however, declared themselves in favor of 
certain resolutions indicated in the Annex to Section 5— 
General Resolutions) and of the members of the Turkish 
delegation. The Conference, presided over by M. 
Theunis, was held at Geneva from May 4 to 23, 1927. 
It was composed of members nominated by Govern- 
ments, members nominated by the Council or by certain 
international organizations invited by the Council, and 
of experts accompanying members or invited by the 
President of the Conference (Annex IV). It consisted 
of 194 delegates and 157 experts from 50 Member and 
non-Member States. 


Appendix 


HE WORLD EC ONOMIC Cc ON FERENC ‘'E 
adopted on May 23, 1927+ 


various countries and many individya) 
experts have contributed, presents 4 
picture of the economic condition of the 
world with a fullness and authority whic, 
has probably never hitherto been attained, 
It is only possible to refer in the briefest 
way to the results shown in these reports, 

A general impression of the change which 
has taken place since the war can be 
gathered from the statistics which have 
been compiled of the world’s production of 
foodstuffs and raw materials. The figures 
show that, whereas in 1925 the world’s 
population was about 5 per cent greater 
than in 1913, production of foodstuffs? and 
of raw materials was from 16 to 18 per cent 
greater. In other words, production and 
consumption, both in total and per head of 
the world’s population, are greater than 
before the war. 

This increased production of food and 
raw materials* has, however, not been 
accompanied by a corresponding increase 
of international commerce, for the volume 
of trade in 1925 was only 5 per cent higher 
than before the war. 

3. But these statistics relate to the world 
as a whole. They do not represent the 
position of each continent. While certain 
parts of the world have progressed con- 
siderably more than these average figures 
indicate, there are other continents, notably 
Europe, which are far behind. The produe- 
tion of Europe, whose population has 
increased by 1 per cent, was in 1925 about 
5 per cent greater than in 1913, an increase 
materially slower than in pre-war years, 
while its international trade was only 89 
per cent of the pre-war volume. Further 
illustration of the fact that the economic 
difficulties are most acute in Europe is to 
be found in the volumes on special indus- 


? Excluding China. 

* The production of finished commodities must have 
increased faster than these figures, since 
progress | rgely consists of the more complete and more 
economical use of raw material. 
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tries. Its most distressing symptom is 
the abnormal degree of unemployment 
which still obtains in certain countries, 
while its financial reactions are shown in the 
burdensome taxation and inadequate sav- 
ings of Europe. 

4. It would, however, be a mistake to 
assume that the economic condition of 
Europe could be so seriously disorganized 
without affecting that of the rest of the 
world. Other countries certainly feel the 
eflects of Europe’s reduced consuming 
power. There also is no doubt that the 
world is affected by the fact that Europe 
has been compelled for the time being to 
renounce several of the functions in world 
economy which had previously been hers. 

5. But neither in Europe nor in the rest 
of the world is the economic position 
uniformly good or bad. On the contrary, 
the depression is clearly concentrated in 
certain main trades. Some of these, such 
as the iron and steel industry, shipbuilding, 
and the chemical trades, were artificially 
expanded to meet war needs. Demand 
has, however, been restricted by the fact 
that lack of capital resulting from dimin- 
ished savings has prevented economic 
development on the same scale as before 
the war. The iron and steel industry, 
which is largely concerned with providing 
fixed capital in various forms, is particularly 
affected by this fact. Other industries, 
of which the cotton industry is a notable 
example, have had to adapt themselves to 
a very considerable increase in productive 
capacity in distant countries. Others, 
again, like the coal trade—the demand for 
whose product has been considerably 
checked by alternative sources of power 
and by economies in the use of fuel—have 
suffered, while the petroleum and electric 
power industries have prospered. But 
perhaps the most extreme example of dis- 
location is that of shipping, for, whereas 
the world’s total mercantile tonnage has 
increased by 38 per cent, the volume of 
goods to be carried by sea has hardly 
increased at all. The condition of these 
trades is in sharp contrast to that of many 
industries providing articles of immediate 
consumption or even of luxury. The pro- 


duction of motor-cars, artificial silk, and 
tubber goods may be taken as examples, 


— 
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But roe the harmful effects of the 
war have been concentrated on a few special 
trades, the depression has inevitably limited 
the expansion that would have taken place 
in other directions, for by creating complete 
or partial unemployment it has diminished 
the purchasing power of a large industrial 
population. 

6. Moreover, the troubles of industry 
have an even wider repercussion, since they 
affect in a similar way the whole of the 
world’s agriculture. Agriculture, which is 
daily becoming more industrial in its proc- 
esses and methods, suffers directly from 
the fact that the prices of industrial prod- 
ucts in certain countries have for some years 
remained relatively high, while those of 
agricultural products have been on a 
comparatively lower level. The agricul- 
turist complains that he buys the manu- 
factures which he needs at high prices, but 
sells at low prices the products of the soil. 
The documentation of the Conference 
indicates that, if agricultural prices are low 
and the agricultural community in many 
countries in a state of depression, it is 
not because there has been any abnormal 
increase in the production of foodstuffs but 
because the demand from certain manu- 
facturing communities in Europe is in- 
adequate. 

7. Thus, while the documentation of the 
Conference serves on the one hand to pick 
out the darkest spots in the present situa- 
tion, it also emphasizes on the other the 
interdependence of nations, of industries 
and of classes. During the great war, the 
nations were driven temporarily to live to 
a quite abnormal extent on their own 
resources, but this condition of  self- 
sufficiency—incomplete though it was— 
was only attained at the cost of hardships 
which tended rapidly to become almost 
intolerable. The attempts after the war 
to seek prosperity by a policy of economic 
isolation have, after an experience of nearly 
nine years, proved a failure. The opinion 
of the world is beginning to understand 
that prosperity is not something which can 

be enjoyed in small compartments. 


Post-War Problems 


8. Immediately after the war, many 
people naturally assumed that the war 
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and the war alone was the reason for 
the dislocation that emerged in the eco- 
nomic relations of individuals, of nations 
and of continents. A simple return to pre- 
war conditions seemed in the circumstances 
the appropriate objective of economic policy 
which would be sufficient to cure the cur- 
rent difficulties. It is an instinctive tend- 
ency of mankind to turn to the past rather 
than to the future and, even at a moment 
when an old order is being displaced by a 
new, to revert to former ideas and to at- 
tempt to restore the traditional state of 
affairs. Experience has shown, however, 
that the problems left by the war cannot be 
solved in so simple a manner. 

At first, this desire to return to the pre- 
war régime was a wise as well as a natural 
instinct; for the first and most urgent task 
after the war was to re-start the economic 
life of the world which had been so sharply 
interrupted. Economic policy had there- 
fore to deal with the temporary conse- 
quences of the war and endeavor to remove 
the obstructions to production and trade 
which it left behind. 

9. One of the most widespread and far- 
reaching of these difficulties was the dis- 
organization of public finances and the 
depreciation of currencies. At the time of 
the Brussels Conference, only four Euro- 
pean countries had succeeded in balancing 
their budgets. Now, nearly every country 
has established its budgetary equilibrium. 

If this indispensable first stage of finan- 
cial reconstruction is not yet quite com- 
plete, and if it would be too much to say 
that in each individual country financial 
stability is assured, it is at least true that, in 
general, a disorganized condition of public 
finances and fluctuations in the various cur- 
rencies in relation to each other are not at 
the present moment a factor of primary 
importance in depressing trade and produc- 
tion. 

10. Another difficulty which has played a 
great part in recent years has been the 
shortage of capital. The low level of 
production that followed the war left in 
Europe, at all events, no margin for saving. 
This situation has gradually changed. The 
recovery of production in Europe, together 
with a growing sense of security, has re- 
vived the process of saving and stimulated 
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the international movement of capital, 
These developments have restored a more 
normal—though still inadequate—supply of 
capital, the evidence of which is the fall jg 
the rate of interest from the excessive 
figures which at one time prevailed jn, 
several countries, particularly in Central! 


Europe, to more normal levels. The rapid.. 
ity with which rates have fallen is to a cer.. 
tain extent a reflection of the growing free.. 


dom of the movement of capital. 

11. Similarly, in the case of international] 
commerce, the conditions immediately sue. 
ceeding the war did not permit of the im- 
mediate resumption of normal trading rela. 
tions. Extreme forms of obstructions to 
trade were consequently imposed; but many 
of these have since been substantially re- 
moved, and liberty of trading, subject to 
the tariff and other barriers which are dealt 
with in paragraph 19, has been largely 
restored. 

12. But while the new economic situa- 
tion of Europe since the war contains some 
features which are fortunately of a tem- 
porary character, there are others which we 
cannot hope to change for a considerable 
time to come, and others which must be re- 
garded as permanent. The passing away 
of temporary financial and economic diffi- 
culties which have hitherto almost monop- 
olized public attention now enable us to 
see more clearly and to study these more: 
deeply rooted changes in the economic situa- 
tion of the world. It is hopeless to try to 
solve such problems by striving after the 
conditions of 1913. In the face of a new 
situation new remedies must be found. 

13. Some of these permanent changes, 
like the difficulties previously referred to, 
are the direct result of the war. For ex- 
ample, the belligerent countries of Europe 
have been left with financial difficulties 
which have extended to many other coun- 
tries and will take many decades to remove. 
Not only is there in many countries a 
heavy annual charge for war debts but also 
every belligerent country will for many 
years have to find the funds for war pen- 
sions. These burdens are in addition to 
the cost of current armaments, which still 
weigh heavily on the finances of the nations 
of the world. ‘The level of taxation in rela- 
tion to resources is therefore likely to re- 
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main very much higher in Europe for a long 
time to come than it was in 1913. 

14. Moreover, the external obligations 
arising out of the war have an international 
economic significance. Taken in conjunc- 
tion, on the one hand, with the loss of their 
foreign investments which certain nations 
have suffered, and, on the other, with the 
new loans which many of them have raised 
abroad, they have changed the balance of 
public and private indebtedness between 
nations as compared with the pre-war situa- 
tion. This is one the factors that ulti- 
mately involves a change in the distribu- 
tion and direction of international trade; for 
the ultimate settlement of net balances due 
from one country to another must be made 
by means of goods and services—although 
not necessarily by the transfer of the debt- 
or’s goods and services direct to the creditor. 

15. Another change which has an in- 
fluence on the distribution of industry, on 
commercial policy and on trade is a reduc- 
tion in the streams of emigration. This 
fact, taken in conjunction with the great 
differences in the natural increase of various 
nationals, is causing changes in the relative 
density of population. Those countries in 
which there is a rapidly increasing excess of 
population in relation to their territory and 
natural resources have consequently in- 
tensified their industrial activity and attach 
particular importance to the adoption by 
other countries of a liberal policy in relation 
toraw materials. So far as Europe is con- 
cerned, the emigration problem has been 
partially and temporarily met by an ab- 
normal amount of migration between the 
various continental countries. 

16. Some of the changes, however, which 
our survey reveals are by no means entirely 
to be attributed to the effects of the war. 
European opinion is beginning to realize 
that the war has hastened changes in the 
world situation which had begun in the 
early years of the 20th century. After a 
whole century, during which other con- 
tinents had been willing to supply Europe 
with raw products in return for the manu- 
factures which Europe alone was in the 
position to make, a careful observer in 1905 
or 1906—or possibly twenty years earlier in 
the case of the United States—could have 
perceived that a new chapter was opening 
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in the history of these distant countries, the 
chief characteristic uf which was the en- 
deavor to establish manufacturing in- 
dustries of their own. The war greatly 
stimulated this development, by restricting 
and diverting foreign trade between Europe 
and the rest of the world. 

17. But at the moment of facing this new 
situation, Europe finds herself severely 
handicapped. Some of her temporary dif- 
ficulties have already been referred to. 
There are others which, in greater or less 
degree, affect the internal economy of 
various countries. Currency disorders 
have resulted in almost every country in a 
disproportion in the wage levels in various 
trades, in the prices of different commodities 
and in the relation between wages and 
prices, while the difficult adjustments which 
these conditions have involved have re- 
sulted in industrial disputes and sometimes 
in great social changes. These matters are 
outside our terms of reference, but they 
cannot be overlooked in an attempt to ex- 
plain the causes of the present economic 
disequilibrium. 

18. But Europe is also handicapped by 
problems of an international character. 
The effort to restore her economic position 
calls for the rationalization of industry and 
a codrdination between the economic efforts 
of various countries. It has to be rec- 
ognized that the possibility of Europe being 
organized as an economic unit is more re- 
mote than before the war, partly because of 
excessive economic nationalism, which was 
the natural consequence of the war and is 
only now subsiding, and because of the 
economic consequences of retracing fron- 
tiers. This nationalization and these ter- 
ritorial readjustments have resulted in the 
duplication of industrial plant and in a 
failure to apply the principles of division 
of labor between the various States of 
Europe. The normal process of inter- 
change between the numerous units which 
constitute the new Europe has been seri- 
ously interrupted. The markets which 
certain areas had supplied before the war 
have been lost to them, and everywhere it 
has been necessary to seek new openings for 
trade. 

Both in its trade relations with other 
continents and in its own internal inter- 
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course, Europe, under the special circum- 
stances of the day, urgently needs greater 
liberty for trade and commerce. In actual 
fact, this liberty is still substantially less 
than before the war. 

19. The documentation of the Conference 
gives an account of the tariff situation of the 
world. Reference has already been made 
to the extreme forms of obstruction which 
were imposed immediately after the war 
but have since been largely removed. 
Europe remains today, however, with its 
tariffs higher and more complicated, less 
stable and more numerous than in 1913. 
Moreover, Europe has failed to restore its 
former system of commercial treaties, and 
the habit has developed of putting tariffs 
designed for purposes of negotiation into 
force before those negotiations take place. 
If, as has often happened, these tariffs have 
failed to result in agreement, the obstruc- 
tion remains higher than before. The 
tendency of the last three years has con- 
tinued to be in an upward direction, and 
the increased level has not been balanced 
by those commercial treaties which have, 
in fact, been made. 

20. Such are the main features of the 
situation with which the Conference has 
been called upon to deal and in regard to 
which it has put forward the recommenda- 
tions contained in the reports of the various 
commissions. 


in 


2. COMMERCE 
INTRODUCTION 


The programme with regard to Commerce 
laid down by the Conference Agenda includes 
a large number of subjects relating to the 
most important aspects of international 
trade. 

Whatever the particular subject under 
discussion, it became apparent, from the 
facts and evidence presented to the Con- 
ference, that each nation’s commerce is to- 
day being hampered by barriers established 
by other nations resulting in a situation, 
especially in Europe, that is highly det- 
rimental to the general welfare. 

In spite of the variety of questions raised, 
the diversity of theories, and the legitimate 
national sentiments of all those who took 
part in the discussion, one important and 
extremely encouraging fact has emerged; 
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and, having emerged, has become increas. 
ingly manifest as the work has advanced, 
This fact is the unanimous desire of the 
members of the Conference to make sure 
that this Conference shall, in some way, 
mark the beginning of a new era, during 
which international commerce will sye. 
cessively overcome all obstacles in its path 
that unduly hamper it, and resume that 


general upward movement, which is at once | 


a sign of the world’s economic health and 
the necessary condition for the development 
of civilization. 

A second fact, which is no less important 
than the first, is the mutual reaction which 
takes place between the measures taken by 
the different States for the benefit of their 
national economic interests. The tendency 
to equalize the level of Customs protection 
in the various countries; the desire of each 
nation to improve its position pending trade 
negotiations; the impulse to take reprisals 
against particularly harmful foreign tariff 
measures; the tendency to retain for na- 
tional consumption certain goods which 
have been rendered scarce by restrictive 
measures in the country of origin; the 
anxiety to maintain equal competitive 
conditions in matters of transport and 
credits; sometimes perhaps the mere con- 
tagious effect of example—all these cir- 
cumstances cause each economic measure 
taken by one nation at a given time to react 
almost invariably on the policies of all other 

nations. 

‘Thus any strictly nationalistic policy is 
harmful not only to the nation which 
practices it but also to the others, and there- 
fore defeats its own end, and if it be desired 
that the new state of mind revealed by the 
Conference should lead rapidly to practical 
results, any programme of execution must 
include, as an essential factor, the principle 
of parallel or concerted action by the dif- 
ferent nations. Each country will then 
know that the concessions it is asked to 
make will be balanced by corresponding 
sacrifices on the part of the other countries. 
It will be able to accept the proposed meas- 
ures, not merely in view of its own individ- 
ual position but also because it is interested in 
the success of the general plan laid down by 
the Conference. 

It is, of course, well, at this point, to avoid 
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any misunderstanding; if concerted action 
js indispensable, it is, unfortunately, by its 
very nature, comparatively slow, and na- 
tions must not allow themselves to make it 
an excuse for postponing the execution of 
the measures individually incumbent on 
each of them. Such measures should, on 
the contrary, form the firmest basis for the 
collective work which is destined one day to 
crown their efforts. 

The first step has already been taken to- 
wards satisfying the desire for a return to a 
more normal commercial régime through 
the stabilization now effected of the cur- 
rency of a great number of countries whose 
exchange had been dislocated by the war 
and its consequences. 

The Conference, convinced that exchange 
stabilization constitutes one of the foremost 
conditions for the restoration of interna- 
tional trade, is most anxious to see further 
progress in this direction. 

Such are the fundamental ideas which we 
must endeavor to instil in the minds of the 
people of all countries, so that, when prop- 
erly informed of the nature of the task to be 
undertaken and fully reassured that im- 
portant national interests will be respected, 
they may support their Governments in 
their worthy and arduous task of endeavor- 
ing forthwith to give effect to the resolutions 


of the Conference. wri 


I. or TRADING” 


In harmony with what has been said 
above, the Conference, having been invited 
to consider the different problems grouped 
under the general heading of liberty of trad- 
ing, has condemned the system of import 
and export prohibitions and the privileges 
sometimes granted to State enterprises, and 
has also recommended a more liberal policy 
in respect of foreign nationals and com- 
panies in the exercise of their commercial 
activities. 

The proposals resulting from its delibera- 
tions are as follows: 


1. Import and Export Prohibitions and 
Restrictions 
The Conference is convinced that a re- 
turn to the effective liberty of international 
trading is one of the primary conditions of 


The experience of the years since the war 
proves that import and export prohibitions, 
and the arbitrary practices and disguised 
discriminations which result therefrom, to- 
gether with the obstacles of all kinds placed 
on the circulation of goods and capital, have 
had deplorable results by hampering the 
normal play of competition, by imperilling 
both the essential supplies of some nations 
and the not less indispensable markets of 
others and by bringing about an artificial 
organization of production, distribution and 
consumption. 

Experience has shown, moreover, that 
the grave drawbacks of these measures have 
not been counterbalanced by the financial 
advantages or social benefits which were 
anticipated. 

It is therefore important for the recovery 
and future development of world trade that 
the Governments should forthwith abandon 
an economic policy which is injurious to the 
interests both of their own and other 
nations. 

A considerable step will have been taken 
in this direction if, as a result of the Diplo- 
matic Conference convened for November 
14, 1927, the Governments adopt a conven- 
tion based upon the draft prepared by the 
Economic Committee of the League of Na- 
tions on the subject of import and export 
prohibitions and restrictions, taking into 
account also the principles enumerated in 
the commentary accompanying the said 
draft and the proposals of the International 
Chamber of Commerce on this subject. 

The aim in view would not, however, be 
achieved if the acceptance of this conven- 
tion were merely formal, and if its provi- 
sions were rendered inoperative by export 
duties,® the fixing of quotas, the imposition 
of unjustified health regulations or by any 
other means. 


Accordingly, the Conference recommends: 


(1) That the draft International Con- 
vention for the Abolition of Import and 
Export Prohibitions and Restrictions, as 
prepared by the Economic Committee of 
the League of Nations and submitted to 
the States Members of the League and to 
‘It is anticipated that the Council will decide to call 

the Conference at an earlier date, namely October 17th, 


1927. 
See also I[I-3: Export Duties. 
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principal non-Member States, con- 
_ stitutes, with its accompanying commen- 

_ tary, a very satisfactory basis for the 
Diplomatic Conference convened for 
November 14, 1927,‘ and should be 

; utilized to lead to a prompt general agree- 

ment permitting the greatest possible 

_ number of nations by their concerted and 

_ simultaneous action to bring about fa- 

— conditions for the recovery and 

_ development of the production and trade 

of all countries; 

__ (2) That, moreover, the application of 

the principles laid down in this draft 
_ should not be indirectly defeated by such 

means as export duties,’ the fixing of 
quotas, health regulations or any other 
measures not justified by exceptional or 
imperative circumstances; 

(3) And, further, that the application 
of these principles should not be indi- 
__ reetly defeated by restrictions on the free 
¢ireulation of capital—including, for ex- 

ample, any system for controlling ex- 
change which impedes the purchase or 
exportation of foreign exchange for the 
purpose of paying for goods imported. 


2. Commercial Equality of State Enter- 
prises and Private Enterprises 


The Conference has considered the fact 
that certain Governments, when participat- 
ing in the control or management of com- 
mercial, industrial, banking, maritime 
transport or other enterprises, have claimed 
in virtue of their own sovereignty various 
privileges, immunities or other advantages 
for the benefit of these enterprises and have 
also at times secured the grant of similar 
advantages from other countries by virtue 
of international comity. 

Noting that these advantages give the 
enterprises benefiting from them an unduly 
privileged position as compared with simi- 
lar private enterprises, the Conference de- 
clares that they constitute an infringement 
of free competition by making a discrimina- 
tion between enterprises carried on side by 
side. 

Accordingly, the Conference recommends: 

That, when a Government carries on or 
controls any commercial, industrial, 
banking, maritime transport or other 
enterprise, it shall not, in its character as 
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such and in so far as it participates jp 
enterprises of this kind, be treated as ep. 
titled to any sovereign rights, Privileges 
or immunities from taxation or from 
other liabilities to which similar privately 
owned undertakings are subject, it being 
clearly understood that this recommenda. 
tion only applies to ordinary commercial 
enterprises in time of peace. 


3- Legal Provisions or Regulations re- 
lating to International Trade 
The Conference recognizes that it is im. 
portant that the work of the Economic 
Committee of the League of Nations and 
the International Chamber of Commerce in 
connection with the simplification of Cus- 
toms formalities,’ the assimilation of laws on 
bills of exchange, the international develop- 
ment of commercial arbitration and the 
suppression of unfair commercial practices 
should be continued with a view to obtain- 
ing rapid and general solutions. 
Accordingly, the Conference recommends: 
That, with a view to obtaining rapid 
and general solutions, the Economic 
Committee of the League of Nations 
should pursue the investigations under- 
taken with a view to the simplification of 
Customs formalities, the assimilation of 
laws on bills of exchange, the interna- 
tional development of commercial arbi- 
tration and the suppression of unfair 
commercial practices, and that all the 
necessary measures should be taken by 
the League of Nations and by Govern- 
ments to increase the number of acces- 
sions to Conventions already concluded 
or which may hereafter be concluded on 
these matters. 


In connection with the preceding recom- 
mendation, the Conference is of opinion 
that the beneficial results of the Protocol of 
September 24, 1923, in regard to interna- 
tional recognition of arbitration clauses in 
private commercial contracts, will not be 
fully realized until provision is made for 
ensuring the execution of such arbitral 
awards. 

The Conference accordingly recommends: 

That the Council of the League of Na- 
tions take steps to submit to States, for 


* See also II-5: Customs Formailities. 
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signature at an early date, a Protocol 
providing for the execution of arbitral 
awards in commercial questions. 


4. Economic and Fiscal Treatment of 
Nationals and Companies of One 
Country admitted to settle in the 
Territory of Another 


The Conference considers that the grant- 
ing of the legal, administrative, fiscal and 
judicial guarantees necessary to the na- 
tionals, firms or companies of a State ad- 
mitted to exercise their trade, industry or 
other occupation in the territory of another 
State or to settle there is one of the essential 
conditions of economic coiperation between 
nations. 

Taking note of the important work 
already devoted to this subject by the Eco- 
nomic Committee of the League of Nations 
and by the International Chamber of Com- 
merce, the Conference considers it desirable 
that their conclusions should be considered 
and codrdinated by the appropriate organs 
of the League of Nations with the view to 
their submission to a diplomatic conference 
for the purpose of determining the best 
methods of defining the status of foreigners, 
of abolishing unjust distinctions between 
them and nationals, and of preventing 
double taxation. ‘The purpose of this con- 
ference would be to draw up an interna- 
tional convention. 

But, before the latter could settle the 
question as a whole, bilateral agreements 
providing for equitable reciprocity and 
based on the guiding principles referred to 
above might effect a valuable improvement 
in the present situation. 

Accordingly, the Conference recommends: 


(1) That, pending the conclusion of an 
international convention, bilateral agree- 
ments should be arrived at, on the basis of 
the work already accomplished by the 
Economic Committee of the League of 
Nations and by the International Cham- 
ber of Commerce, defining the status of 
foreigners, not only from the economic 
but from the legal and fiscal points of 
view; 

(2) That, in the same spirit and with 
the same end in view, the Council of the 
League of Nations should prepare for the 


meeting of a diplomatic conference for 
the purpose of drawing up an interna- 
tional convention; 

(3) That, in drawing up these agree- 
ments and the texts to be submitted to 
the Conference, the following points 
among others should be borne in mind: 

(a) Equality of treatment with regard 
to conditions of residence, establishment, 
removal and circulation, between for- 
eigners admitted to a State and the na- 
tionals of that State; 

(b) Conditions of carrying on trade, 
industry and all other activities by for- 
eign persons and enterprises; 

(c) Legal status of the same persons 
and enterpri 

(d) Fiscal status of the same persons 
and enterprises. 


II. Customs Tarirrs 


The question of Customs tariffs has two 
different aspects according as it is regarded 
from the point of view of form or from that 
of substance, 7.e., of the actual amount of 
the import duties. The latter aspect, 
which is directly allied to the question of 
commercial treaties, will be dealt with later 
in connection with the general problem of 
commercial policy. 

As regards the first class of questions, the 
Conference unanimously recognized the de- 
sirability of simplifying Customs tariffs as 
far as possible, particularly by avoiding un- 
warranted subdivisions; it has proposed the 
establishment of a systematic Customs 
nomenclature, the use of which would in 
due course be assured by individual meas- 
ures taken by the Governments and regu- 
larized by the conclusion of bilateral or 
multilateral international conventions; it 
emphasized the urgent necessity of stabiliz- 
ing Customs tariffs, by the conclusion of 
long-term commercial treaties or otherwise; 
it recapitulated rules for securing the maxi- 
mum of equity in the application of duties 
and defined the principles on which Cus- 
toms formalities should be based; and 
finally it passed a recommendation in favor 
of the execution, to the fullest possible 
extent, of the Convention of December 31, 
1913, establishing an International Bureau 
of Trade Statistics. 
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= Simplification of Tariff Customs 

The Conference considers that the enor- 
mous increase in the number of tariff head- 
ings and the excessive number of sub-head- 
ings in the various items—a practice which 

has grown up since the war—constitute in 
‘many cases a considerable obstacle to the 

_ development of international commerce, 
that States should refrain from this prac- 
tice as far as possible, and that considera- 
tion should be given to the difficulties it 
causes as regards the nomenclature the 
establishment of which the Conference 
recommends. 

The Conference considers that it is above 
all necessary to avoid tariff sub-headings 
which do not refer to articles of a different 
nature and which are merely intended to 
discriminate between articles of different 
origin. 


2. Unification of Tariff Nomenclature 

The Conference considers that a fixed 
nomenclature for goods subject to Customs 
duties is an essentia! condition of equity in 
their application and ease in their collec- 
tion, that it may also contribute to the ex- 
change of goods not subject to duty, and 
that it constitutes a favorable basis for the 
improvement of trade statistics. 

It is of the greatest importance for inter- 
national trade that the Customs nomencla- 
ture of all countries should correspond as 
closely as possible with the actual types of 
goods manufactured and their current trade 
names, supplemented, if necessary, by their 
scientific designation. 

Any Customs classification should be as 
objective as possible, lest it should become a 
means of discriminating to the prejudice of 
any country or of specializing tariffs to the 
advantage of any country. 

A single systematic nomenclature, based 
either on the successive stages of manufac- 
ture or on the different types of goods, is 
perfectly well adaptable to different eco- 
nomic or fiscal theories, and it is not the 
nomenclature but the rate of duty attached 
to each such stage or type which is the 
means of establishing the degree of protec- 
tion which, in accordance with its own 
tariff system, a country desires to give to a 
certain product, in accordance with its 
conception of nationaleconomy. 
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In these circumstances, the adoption of 
common nomenclature, as has already been 
shown by its application to products of 
special complexity, would help to remove g 
subject for dispute which might become ap 
obstacle to international trade. 

The common adoption of an agreed 
nomenclature would promote the conclusion 
of commercial treaties and would prevent 
their application from becoming the subject 
of perpetual disputes. 


The Conference therefore recommends: 


(1) That the Council of the League of 
Nations should take the initiative jy 
drawing up an appropriate procedure for 
establishing, in liaison with the producing 
and commercial organization concerned, 
a systematic Customs nomenclature in 
accordance with a general plan covering 
all classes of goods; 

(2) That a selection be made and an 
order of priority fixed among the various 
groups of commodities so that the com- 
mon nomenclature may be gradually 
worked out, beginning with those classes 
of goods for which it can most readily be 
introduced; 

(3) That the common nomenclature 
thus obtained should be submitted to the 
various Governments at each stage of 
preparation, and should then be trans- 
mitted to the producing and commercial 
circles concerned, and that such commu- 
nication should be accompanied by an 
explanation of the principles underlying 
Customs classification and the arrange- 
ment of items; 

(4) That, if the adoption of a common 
nomenclature for various important 
branches of production seems, after the 
enquiry and consultation referred to in 
the preceding paragraphs, to be realiza- 
ble before a complete nomenclature has 
been established, the adoption of such 
nomenclature should be suggested to the 
Governments by means of a diplomatic 
conference or by other means; 

(5) That, either by means of bilateral 
agreements or by a plurilateral conven- 
tion or by any other procedure, Govern- 
ments should undertake to apply this 
common nomenclature and bring their 


methods of passing goods through the 
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Customs and of levyi ing dution into line 
with it; 

(6) That the Governments which have 
adopted the common nomenclature 
should undertake not to impair its value 
by applying arbitrary or discriminatory 
specifications to the detriment of third 
States; 

(7) That, notwithstanding the above 
provisions, States should not be bound in 
practice to introduce into their Customs 
tariffs all the subdivisions of the common 
nomenclature, it being understood that 
they will conform, in the headings they 
use, to the rules of classification and de- 
scription which will have been settled in 
common; 

(8) That, in order to ensure the execu- 
tion of engagements entered into by 
States with regard to nomenclature, the 
League of Nations should propose such 
measures of publicity, information, 
friendly settlement or arbitration as the 
nature of the engagements make it possi- 


ble to adopt. 
3. Stability of Customs Tariffs ee 

One of the most formidable obstacles in 
the way of establishing and developing per- 
manent and secure trade relations between 
countries is the instability of tariffs. 

The main causes of this instability are to 
be sought, on the one hand, in the fluctua- 
tions of exchanges when Customs duties are 
payable in paper currency, and, on the 
other hand, in the fact that Customs 
autonomy makes it possible for States to 
modify their Customs duties even as re- 
gards States with which they have con- 
cluded commercial conventions. 

The Conference recommends: 

(1) That States should refrain from 
making frequent or sudden changes in 
their Customs duties on account of the 
instability which such changes cause in 
trade relations and the serious difficulties 
or disputes which they occasion in con- 
nection with the execution of contracts 
already concluded; 

(2) That in cases in which currency 
stability has not yet been fully secured, 
Customs duties should be levied on a gold 
basis, or their incidence should be pe- 
riodically adjusted on the basis of an 


official index of prices, the adjustment to 
be made only at dates fixed in advance 
and only when alterations of incidence 
represent an appreciable percentage of 
the duties; 

(3) That, in commercial treaties, as 
wide a use as possible should be made of 
the guarantees of stability afforded by the 
consolidation of duties, or in cases in 
which currency stability is insufficient to 
allow of the consolidation of the duties 
themselves, by any other means for ad- 
justing the incidence of duties; 

(4) That States should conclude their 
commercial treaties for as long a period as 
possible and should follow, in this regard, 


the policy practiced by a large number of a 


countries before the war. 


4. Application of Tariffs 

The International Economic Conference 
does not desire to express an opinion as to 
the respective advantages and drawbacks of 
ad valorem and specific duties; it is never- 
theless desirable that endeavors should be 
made to secure their equitable application 
in all cases. 

In the case of ad valorem tariffs, disputes 
often arise concerning the true value or 
current level of prices in the country of 
origin or the valuation of similar products 
in the importing country. 

On the other hand, in the application of 
specific duties, the main difficulties are 
caused by uncertainty as to the tariff item 
applicable to a given article. 

The Conference therefore recommends: 

(1) That any system of enquiries or in- 
vestigations in connection with the appli- 
cation of ad valorem duties or modification 
of tariffs shall be framed and administered 
with full regard for the business interests 
involved and for the maintenance of 
commercial good will among nations. 
Enquiries or inspections involving in- 
quisitional procedure or arbitrary meth- 
ods shall be eliminated; 

(2) That, for the application of Cus- 
toms duties, States should make provi- 
sion, in case of dispute, for equitable 
procedure by appeal to administrative or 
ordinary courts in which the importer 
can be heard or defend his interests by 
producing evidence or demanding such 
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expert examination as may be necessary; 
(8) That States should, by definite 
stipulations in their Customs legislation 
and possibly in their commercial treaties, 
endeavor to limit the difficulty of apply- 
ee ing duties so that trade may acquire that 
security without which it can neither 
develop nor even be maintained. 


5. Customs Formalities 

In accordance with analogous provisions 
contained in the Convention on Simplifica- 
tion of Customs Formalities, the Confer- 
ence considers it desirable to put forward 
the following recommendations: 


(1) Consular fees should be a charge, 

_ fixed in amount and not exceeding the 

~ cost of issue, rather than an additional 

source of revenue. Arbitrary or variable 

_ consular fees cause not only an increase of 

charges, which is at times unexpected, 

but also an unwarrantable uncertainty in 

trade. 

Failing any general agreement, it 

would be desirable that States should, in 

_ this matter, embody mutual guarantees 
8 their commercial treates. 

(2) The Conference, calling attention 
to the recommendations contained in the 
Annex to Article 14 of the Convention for 
the Simplification of Customs Formali- 
ties, recommends that an express guar- 
antee should be added providing for a 
right of appeal, which could be exercised, 
either by the importer or by the exporter, 
against Customs penalties, and more 
especially against such penalties as might 
be imposed in cases of manifest clerical 
errors. 

(3) The Conference, appreciating the 
full value of the progress already made in 
the matter of Customs regulations under 
the influence of the “Convention relative 

. to the Simplification of Customs For- 

, malities” concluded at Geneva on No- 
2. vember 3, 1923, which is now in force in 
twenty-five countries, 

Recommends: 

(a) That the said Convention should 
be ratified as soon as possible by those 
ik countries which have not yet ratified it 
or which have not yet made arrangements 
to bring their regulations intoline with the 
principles of liberty recommended therein; 
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(b) That its provisions should be ap- 
plied by the contracting States as gen. 
erously as possible. 

(4) The following recommendation 
might be embodied in the Final Act of the 
Conference: 

(“The Conference, informed that the 
Economic Committee has before it a pro. 
posal designed to repress the practice of 
false Customs declarations and invoices, 
and without desiring to anticipate the 
results of its investigations, desires to 
make it clear that it is opposed to any 


dishonest practices in international 
6. Trade Statistics 


The Conference appreciates the desira- 
bility of making statistics comparable by 
adopting a common nomenclature, and ob. 
serves the progress made in this direction 
under the influence of the Convention dated 
December 31, 1913, which set up in Brussels 
an International Bureau for Trade Sta- 
tistics. 

It considers that international codpera- 
tion on the basis of the provisions of the said 
Convention will constitute an excellent 
preparation for the realization of the inter- 
national agreement recommended by the 
Conference for the adoption of a common 
Customs nomenclature, which, moreover, 
should have, when adopted, a beneficial 
effect on the unification of trade statistics. 

The Conference therefore recommends: 

(1) That the States which have signed 
the Convention dated December 31, 
1913, and have not yet ratified it should 
do so as soon as possible, and that the 
Governments which have not signed it 
should accede to it; 

(2) That the Contracting Parties 
should furnish the Bureau in Brussels as 
soon as possible with the data required for 
the compilation of the comparative sta- 
tistics with the publication of which it has 
been entrusted under the said Con- 


vention. 


III. CommerctaL Poticy AND TREATIES 


The main conclusion to be drawn from 
the work of the Conference in the field of 
commercial policy is that the time has come 


? No Final Act was drawn up by the Conference. 
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to put a stop to the growth of Customs 
tariffs, and to reverse the direction of the 
movement by an effort made along three 
lines, Viz. : 
(1) Individual action by States with 
regard to their own tariffs; 
(2) Bilateral action through the con- 
clusion of suitable commercial treaties; 
(8) Collective action, by means of an 
enquiry, with a view to encouraging the 
expansion of international trade on an 
equitable basis by removing or lowering 
the barriers to international trade which 
are set up by excessive Customs tariffs. 


With the question of import duties is 
bound up the question of the fiscal burdens 
which are sometimes imposed in addition, 
and which, in the Conference’s opinion, 
should not aim at providing disguised pro- 
tection for national production. 

Ina similar connection, the Conference is 
anxious that the free circulation of raw ma- 
terials andearticles of consumption should 
not be unduly hindered by export duties 
and that such duties, whether levied to meet 
fiscal needs or exceptional or compelling 
circumstances, should not discriminate be- 
tween different foreign countries. 

Lastly, commercial treaties should con- 
tain the unconditional most-favored-nation 
clause in its broadest and most liberal form, 
and the League of Nations is recommended 
to consider the possibility of establishing 
clear and uniform principles in regard to 
that clause and introducing common 7 
relating to commercial treaties. igh 
1. Tariff Levels “es 

Present Tariff Situation—The evidence 
before the Conference, which is contained in 
the documentation or in the statements 
made by the members of the Conference, 
shows that the recovery from the effects of 
the war has been unduly delayed and that 
the foreign commerce of all nations is in 
greater or less degree seriously hampered by 
existing obstacles to trade. 

The Conference notes with satisfaction 
that some of the more injurious forms of 
obstruction that prevailed immediately 
after the war have been removed. To this 
fact must be attributed in part the recovery 
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of world trade which has so far been 
achieved. 

Tariffs, on the other hand, which in re- 
cent years have shown a tendency to rise, 
are for the most part higher than before the 
war, and are at present one of the chief 
barriers to trade. The increase in most 
countries is almost wholly due to higher 
duties on manufactured articles. 

In Europe, the problem has been com- 
plicated by political readjustments which 
have changed many frontiers and increased 
the number of separate Customs units from 
20 to 27, all of which strive for an inde- 
pendent national economy which they de- 
fend by means of tariff barriers. 

The harmful effect of these tariffs upon 
trade has in many cases been increased 
through their constant changes, which have 
created an element of uncertainty and made 
it impossible to place long contracts. The 
nations have failed to deal with this situa- 
tion by long-term treaties. 

Causes.—This state of affairs is largely 
due to a desire to meet the abnormal condi- 
tions arising out of the war. For example, 
many duties have been raised as a protec- 
tion against an influx of goods from coun- 
tries with a depreciating currency. Ex- 
perience has proved that even the most 
rapid manipulation of tariffs is not an effec- 
tive method of dealing with the still more 
rapid changes which are caused by mone- 
tary instability. Such attempts are a 
source of new difficulties for commerce and 
are themselves a source of uncertainty. 
Again, in the countries themselves whose 
currency has been depreciating, tariffs have 
been raised in order to check imports in the 
hope of stopping the depreciation. Finally, 
it has sometimes happened that, where de- 
preciation has been followed by apprecia- 
tion, Customs duties payable in paper 
money which had been raised during the 
inflation have not been correspondingly 
reduced when revalorization occurred. 
These unstable currency conditions have to 
a considerable extent passed away; but the 
tariff and other measures which have been 
specially employed to deal with them have 
not yet wholly disappeared. 

A second reason for the present tariff 
situation both in Europe and elsewhere is 
the desire of nations by means of tariffs to 
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keep existing or recently established indus- 
tries in being by means of tariffs on a scale 
which they would not otherwise be able to 
maintain. These industries have grown to 
their present extent, in some cases as a 
result of abnormal expansion during the 
war, in others as a result of the desire of 
certain nations to attain a degree of eco- 
nomic independence which is not justified 
by their slender resources, and again in 
others with a view to providing employment 
for surplus labor for which certain former 
outlets are at present closed. 

This increase in productive capacity has 
often outrun the capacity of the country to 
absorb the products either as regards its 
material needs or its purchasing power. 
The result has been either that the plant 
left idle has overweighted the costs of pro- 
duction, particularly when borrowed capital 
is involved, or that, in order to utilize the 
whole plant and to give some return to the 
capital employed, it has been necessary to 
turn to the foreign market and so to inten- 
sify international competition. 

The desire to deal with the problem of 
excessive industrial capacity has usually led 
to an attempt to reserve the home market 
for home production by means of tariff bar- 
riers erected with a view to creating an 
independent national economy capable of 
producing, under the protection of the tariff 
wall, an increase of invested wealth and a 
more satisfactory return for the work of the 
nation. This effort to attain self-suffi- 
ciency cannot hope to succeed unless it is 
justified by the size, natural resources, eco- 
nomic advantages and geographical situa- 
tion of a country. There are very few 
countries in the world which can hope to 
attain it. The artificial increase of plant 
which is only partly employed has meant 
not only uneconomical and costly produc- 
tion but also a wasteful use of the world’s 
reduced capital resources. It has thus been 
one of the causes which has maintained an 
abnormally high rate of interest in recent 
years. It should be added that, so long as 
unduly high tariffs are maintained, this 
uneconomic use of capital continues and 
creates an increasing number of vested 
interests which resist a return to a sounder 
policy. 

High tariffs of whatever system have, in 
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many cases, also been imposed, in the first 
instance at all events, for bargaining pur. 
poses. But subsequent negotiations have 
in practice not resulted in adequate modi. 
fications, with the consequence that the 
Customs barriers have been left higher than 
before. 

This evil has become accentuated jp 
recent years by the post-war practice of 
enforcing the exaggerated rates of tarifs de 
combat, whether under the autonomous or 
any other system, even in advance of 
negotiations, with the result that vested 
interests have frequently grown up in the 
meantime which have made impossible the 
contemplated reductions. 

In addition to arguments connected with 
tariff negotiations, budgetary considera- 
tions are frequently brought forward to 
justify very high tariffs. But a country’s 
budgetary equilibrium rests on a very 
precarious foundation if it is founded on 
high rates of duty the effect of which is to 
diminish imports and consequently the 
Customs revenue resulting from them. 
Moreover, the smuggling encouraged by 
excessive duties has a demoralizing effect. 

A reason which has frequently, been 
invoked in many cases to justify exag- 
gerated post-war tariffs is the need of 
protecting industries required for national 
defence. But it cannot be denied that this 
argument, whatever its merits may be in 
principle, has often been abused to cover 
exclusively economic objectives. 

Finally, the problem of population has 
induced certain countries which have a 
surplus of labor to base their Customs 
protection on this argument. 

In enumerating the causes and ideas 
which are responsible for the  super- 
protectionism of post-war years, the 
International Economic Conference does 
not attempt to pass judgment on the 
fundamental principles of protection and 
free trade respectively. 

Discussion of Commercial Policy.—In 
contrast to ideas which have led nations 
into a situation which is equally harmful to 
their own economic life and to their inter- 
national economic relations, it remains to 
set out the considerations which demand a 
return to a general policy of freer interna- 
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It is too often overlooked that the 
attempt to stimulate artificially industries 
which would not otherwise flourish in a 
country may check the development of 
those activities for which it is most natu- 
rally suited. Nations may determine, for 
political or other reasons, that it is essential 
to their safety to develop increased self- 
suficiency, but it is appropriate for the 
Conference to point out that this has in 
most cases involved a sacrifice of material 
prosperity. In such cases, the loss is borne 
by consumers, who have to pay more for the 
products of the protected industry, and by 
those engaged in the industries that would 
otherwise have a larger posibility of 
export. 

In analyzing European commercial prac- 
tices, it may be observed that the advocates 
of exaggerated protection have often made 
the mistake of imagining that it is always 
more advantageous to hinder imports than 
to increase exports; it may be observed 
that, if exports increase, production and 
national income are increased in a similar 
proportion; if, on the other hand, imports 
fall on account of tariff duties, the rise in 
the level of commodity prices reduces not 
only the possibility of export but also the 
consuming capacity of the country. A 
part only of the imports excluded by the 
Customs duties is replaced by home 
production. Excessive protection which 
reduces national production and purchasing 
power, in the end defeats its own object. 

In some cases excessive import duties, 
by permitting very high profits to be 
realized at home, give an uneconomic 
stimulus to exports, thus creating artificial 
competition on foreign markets. This 
practice is one of the most dangerous 
causes of market disorganization and of 
economic conflicts between nations. 

Such are some of the principal illusions 
and most dangerous practices which have 
impoverished certain nations or hindered 
their economic reconstruction. 


The Conference recognizes that the 


removal or substantial reduction of Cus- 
toms barriers cannot be brought about 
suddenly without causing dislocation, but 
it is of opinion that Governments should 
immediately prepare plans for removing 

ccessive stages those 


barriers that gravely hamper trade, starting 
with those duties which have been imposed 
to counteract the effect of disturbances 
that are now past. 

The Conference believes that, if the true 
results of the present system now prevalent 
in Europe were understood by public 
opinion, it would be possible for Govern- 
ments to commence this process forthwith. 

It is, however, clear that the process will 
be hastened if it can be carried out as a 
result of concerted action among States. 

This is why the Conference is of opinion 
that it should make provision in its resolu- 
tions, not merely for the encouragement 
of bilateral agreements as nearly as possible 
in keeping with its doctrines, but also for 
the methodical examination, by the Eco- 
nomic Organization of the League of 
Nations, of common measures which might 
be adopted, in the matter of tariffs, by 
States Members of the League and by 
States non-Members, and also of the mutual 
agreements at which these States might 
arrive. 

Although the considerations outlined 
above with regard to tariff levels are based 
on a study of the question more par- 
ticularly from the point of view of industry 
and commerce, they may be regarded as 
applying also, to an extent varying accord- 
ing to the country and purpose in view, to 
agriculture. 

Conclusion.—In view of the fact that 
harmful effects upon production and trade 
result from the high and constantly chang- 
ing tariffs which are applied in many coun- 
tries; 

And since substantial improvement in 
the economic conditions can be obtained by 
increased facilities for international trade 
and commerce; 

And in view of the fact that tariffs, 
though within the sovereign jurisdiction of 
the separate States, are not a matter of 
purely domestic interest but greatly in- 
fluence the trade of the world; 

And in view of the fact that some of the 
causes which have resulted in the increase 
of tariffs and in other trade barriers since 
the war have largely disappeared and others 
are diminishing; 

The Conference declares that the time 
has come to put an end to the increase in 
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tariffs and to move in the opposite direction. 


Conference recommends: 


(1) That nations should take steps 
forthwith to remove or diminish those 
tariff barriers that gravely hamper trade, 
starting with those which have been 
imposed to counteract the effects of 
disturbances arising out of the war. 


Moreover, in order to ensure that this 
action is continuously pursued, the Con- 
ference recommends: 

(2) That States should proceed to the 
conclusion of commercial treaties on lines 
and under conditions calculated to ensure 
the attainment of the aims mentioned 
herein; 

(3) That, in future, the practice of 
putting into force, in advance of negotia- 
tions, excessive duties established for 
the purpose of bargaining, whether by 
means of tarifs de combat or by means of 
general tariffs, should be abandoned; 

(4) That the Council of the League of 
Nations should be requested to instruct 
its Economic Organization to examine, 
on the basis of the principles enunciated 
by the present Conference, the possibility 
of further action by the respective States 
with a view to promoting the equitable 
treatment of commerce by eliminating or 
reducing the obstructions which excessive 
Customs tariffs offer to international 
trade. 

In this enquiry, the Economic Or- 
ganization should consult with repre- 
sentatives of the various Governments, 
including non-Members of the League, 
and also so far as necessary with the 
competent bodies representing Com- 
merce, Industry, Agriculture and Labor. 

The object of the enquiry should be 
to encourage the extension of interna- 
tional trade on an equitable basis, while 
at the same time paying due regard to 
the just interests of producers and 

_ workers in obtaining a fair remuneration 
and of consumers in increasing their 
purchasing power. 


2. Fiscal Charges imposed on Imported 
Goods 


The Conference noted that the practice 


has unfortunately become prevalent of of 
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imposing on interna] 
taxes of consumption, excise, octrot, circyla. 
tion, manipulation, etc., which do not 
apply at all or do not apply in the same 
degree to similar home products. 

The Conference considers that States 
are not justified in placing such obstacles jp 
the way of international trade by 
foreign products more heavily than identica} 
or similar home products. 

When goods have been legally imported 
duty free or when they have discharged the 
Customs duties and accessory Customs 
charges, they must be regarded as duly 
nationalized and should be entitled after 
their importation to claim equal treatment 
with home products. 

The Conference has thought it desirable 
to make the following recommendations as 
regards the above-mentioned practices: 


(1) That all internal taxes of consump. 
tion, excise, octrot, circulation, manipula- 
tion, ete., which are applied to the 
products of any foreign country should 
be applied in the same manner and in the 
same degree to the products of all foreign 
countries and to identical and similar 
home products: 

(2) That the States should not impose 
consumption or other internal taxes for 
the purpose of giving a disguised protec- 


tion to national products. 


The Conference is of opinion that the free 
circulation of raw material is one of the es- 
sential conditions for the healthy industrial 
and commercial development of the world. 

It is therefore of opinion that any export 
tax on raw materials or on the articles con- 
sumed by producers which has the effect of 
increasing the cost of production or the cost 
of living in foreign countries tends thereby 
to aggravate the natural inequalities arising 
from the geographical distribution of world 
wealth. 

The Conference therefore considers that 
export duties should only be resorted to to 
meet the essential needs of revenue or some 
exceptional economic situation or to safe- 
guard the vital interests of the country and 


3- Export Duties* 


* See also I-1: Import and Export Prohibitions and 
Restrictions. 
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that they should not discriminate between 
different foreign destinations. 
The Conference therefore recommends: 

(1) That the exportation of raw mate- 
rials should not be unduly burdened by 
export duties or any other taxes and that, 
even in cases where such duties or taxes 
are justified by fiscal needs or by excep- 
tional or compelling circumstances, they 
should be as low as possible; 

(2) That, in any case, export duties on 
raw materials should never be imposed 
for the special purpose of subjecting for- 
eign countries using such materials to an 
increased burden which will place them in 
a position of unfair inferiority as regards 
the production of the finished article; 

(3) That export duties on raw mate- 
rials, whether levied for revenue purposes 
or to meet exceptional or compelling cir- 
cumstances, should never discriminate 
between different foreign destinations; 

(4) That the above principles apply 
equally to export duties on articles of 
consumption. 


4. Commercial Treaties 

The tariff questions, important as they 
are, only cover a part of the field of the com- 
mercial relations among nations. In order 
to give to international commerce the neces- 
sary guarantees of free development on an 
equitable basis, it is also necessary that 
States should enter into commercial treaties 
for long periods guaranteeing fair and equal 
treatment as regards Customs duties and 
conditions of trading. In this respect, the 
great war has had a deplorable effect by 
destroying the system of commercial treaties 
by which easy and fruitful international 
relations were previously ensured. 

The post-war system was based in the 
first instance on the peace treaties or on 
bilateral treaties concluded for very short 
periods. 

Moreover, the collapse of certain cur- 
rencies, the differences in conditions of 
production, and the disorganization of 
prices, led various countries to abandon the 
principle of the most-favored-nation clause, 
or to impose too many restrictions or condi- 
tions upon its application, or to limit its 
effects to categories of goods or to quotas. 

Now, with the increasing stability of cur- 
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rencies and the accelerated movement to- 
wards normal economic conditions, all 
nations feel a growing desire for stability 
and a greater repugnance for any kind of 
discrimination. 

A decisive step on the road to world re- 
construction would undoubtedly be taken if 
the system of long-term treaties securing 
equality of treatment were restored. 

For this purpose, it is highly desirable 
that the widest and most unconditional in- 
terpretation should be given to the most- 
favored-nation clause. This is not incon- 
sistent with the insertion in any particular 
treaty of special provisions to meet local 
needs, so long as such provisions are clearly 
expressed and do not injure the interests of 
other States. 

On the other hand, it is undeniable that 
the conclusion of such commercial treaties 
is made difficult by the variety of concep- 
tions of the bases of such treaties. Some 
countries, moreover, have considered that 
tariffs and contractual methods are inter- 
dependent, so that unduly high tariffs have 
often reacted on methods of treaty-making 
and the latter in turn have often caused 
tariffs to be raised even higher. 

The Conference regards these facts as 
necessitating immediate action by Govern- 
ments with a view to concluding treaties as 
comprehensive and permanent as possible, 
and in order to improve and standardize 
the methods of treaty-making themselves. 


(1) The Conference therefore considers 
that the mutual grant of unconditional 
most-favored-nation treatment as re- 
gards Customs duties and conditions of 
trading is an essential condition of the 
free and healthy development of com- 
merce between States, and that it is 
highly desirable in the interest of stability 
and security for trade that this treatment 
should be guaranteed for a sufficient 
period by means of commercial treaties. 

(2) While recognizing that each State 
must judge in what cases and to what 
extent this fundamental guarantee should 
be embodied in any particular treaty, the 
Conference strongly recommends that 
the scope and form of the most-favored- 
nation clause should be of the widest and 
most liberal character and that it should 
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_ not be weakened or narrowed either by 


express provisions or by interpretation. 
(8) The Conference recommends that 
the Council of the League of Nations 

should entrust the Economic Organiza- 
_ tion to undertake, in connection with the 
enquiry provided for in the preceding 
» recommendations, all the necessary dis- 

cussions, consultations and enquiries to 
enable it to propose the measures best 

calculated to secure either identical tariff 

systems in the various European coun- 

tries or at least a common basis for com- 
- mercial treaties, as well as the establish- 
ment, for all countries, of clearly defined 
and uniform principles as to the interpre- 
tation and scope of the most-favored- 
nation clause in regard to Customs duties 
and other charges. 

(4) The Conference, however, con- 
siders that the fact that certain discus- 
sions, consultations and enquiries may be 
taking place as contemplated in these 
recommendations, should not in any way 
be permitted to retard commercial nego- 
tiations now pending or to dissuade 
States from entering upon such negotia- 
tions. 


_ The Conference has further considered 
the question of the best means of ensuring 
that full effect be given to the stipulations 
of commercial treaties. While recognizing 
that, in the main, confidence must be 
reposed in the good faith of the contracting 
parties to fulfil their engagements, it is also 
clear that the possibility of recourse to a 
suitable arbitral or judicial procedure may 
often furnish the means of avoiding or 
settling difficulties whether of interpreta- 
tion or of application. 

The Conference therefore recommends: 


(5) That the various States should 
consider the desirability of providing in 
their commercial treaties for the reference 
of disputed questions as to the interpre- 
tation or carrying out of the treaties to 
arbitration or preferably to the Perma- 
nent Court of International Justice. 

In this connection, the Conference 
notes that the present Statute of the 
Court authorizes it to appoint experts or 

= bodies to make enquiries or to give 
an expert opinion on any matter. It has 
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been further suggested that, if at any 
time the amendment of the Statute of the 
Court is contemplated the opportunity 
might be taken of enabling the Court to 
establish a special section or special 
procedure for dealing with commercial 
questions. The Conference does not fee] 
that it is within its competence to pro. 
nounce on the merits of this suggestion, 
but it desires to pass it on to the Council 
of the League of Nations for considera. 
tion. 


IV. Inprmrecrt Means or Prorectine 
NATIONAL TRADE AND NATIONAL 
NAVIGATION 


Although having less immediate influence 
on the development of trade than the ques- 
tion of import and export prohibitions or 
that of Customs tariffs, the problems 
appearing under the above head are of 
considerable importance and their solution 
in the direction desired by the Conference 
would be of such a nature as to aid consid- 
erably the efforts made in other fields. 

In the course of this part of its work, the 
Conference was bound to encounter the 
question of direct and indirect subsidies to 
trade, the question of dumping and the 
question of anti-dumping legislation. In 
this regard, however, it was confronted by 
such a variety of opinions, supported by so 
many different arguments that the Confer- 
ence has had to be satisfied with enlighten- 
ing public opinion as to the true nature and 
inevitable consequences of such practices 
and measures. 


1. Subsidies, Direct or Indirect 


During the years which followed the war, 
a marked extension of tariff barriers took 
place in various countries, accompanied by 
an increasing tendency to introduce State 
subsidies. This was done more particularly 
in an indirect way, by granting credits or 
guarantees which aimed at assisting the 
home industries and their export trade for a 
more or less protracted period, in view of 
the abnormal economic conditions prevail- 
ing throughout the world. 

The fact that subsidies are in certain 
circumstances held to interfere less with the 
liberty of trading than Customs tariffs does 
not make it any the less necessary to lay 
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stress on the hidden dangers inherent in 
this means of encouraging production and 
exportation. The greater the number of 
countries which have recourse to this 
practice, the more difficult will it be for 
other countries to refrain from following 
their example. Thus the attempt to 
restore foreign trade to normal conditions 
meets with a real obstacle in the shape of 
subsidies. 

The Conference draws the attention of 
the various Governments to the true nature 
of direct or indirect subsidies, which are 
merely a palliative, and expresses the hope 
that Governments will, so far as possible, 
refrain from having recourse to them. 


2. Dumping and Anti-Dumping Legisla- 
tion 

The Conference recognizes that the 
question of dumping is of particular impor- 
tance to those countries which have adopted 
a liberal tariff policy, and lays stress on the 
fact that, although the consumer may 
secure, as a result of dumping, certain 
transitory advantages as regards price, 
there can be no doubt that dumping creates 
a state of insecurity in production and 
commerce, and can therefore exercise a 
harmful influence quite out of proportion 
to the temporary advantage resulting from 
cheap imports. 

The same applies to dumping employed 
by powerful firms or commercial combines 
in one or more countries to destroy the 
similar industries of another country, and 
thus to enable them afterwards to raise the 
price on the market of that country. 

It is certain that dumping is facilitated 
by the existence of high import duties in 
the countries practicing it, and that it may 
lead to the introduction of high defensive 
duties in the importing country. 

The Conference considers that dumping 
must be reduced to a minimum, and that in 
order to attain this object, every possible 
measure should be taken to establish 
universally stable conditions of production 
and commerce and to reduce the excessive 
Customs tariffs of exporting countries. 

The Conference recommends, however, 
that importing countries which find 
themselves compelled to take defensive 
measures against dumping should not 
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resort to excessive, indirect or vexatious 
measures which would have a more far- 
reaching effect than is intended. 


3- Discrimination Arising from the Con- 
ditions of Transport 


The Economic Conference, having on its 
agenda the investigation of the indirect 
methods of protecting national commerce 
and national navigation and particularly 
the question of the discrimination estab- 
lished by the system of transports,* has not, 
as regards the latter point, to deal with 
general questions of transport as such but 
only to consider them in so far as they 
affect international economic life. 

From this point of view, transport agents, 
whether they are concerned with transport 
by rail, maritime transport, transport by 
internal navigation, road transport or aerial 
transport, are merely the servants of trade. 
They do not create traffic and they are 
subject to the influence of the general 
economic situation rather than exercising 
an influence upon it. The prosperity of 
agriculture, industry and commerce alone is 
able, by providing traffic, to permit them to 
attain the full return on their undertakings 
and puts them in a position to give, in 
return, the maximum of service. Simi- 
larly, the greater part of the hindrances 
from which transport is suffering do not 
originate in the transport system itself; on 
the contrary, transport is subject to the 
influence of formalities, delays or precau- 
tions of various sorts inspired by adminis- 
trative, police, financial or political-eco- 
nomic considerations, the extent and effects 
of which transport agents can only submit 
to without influencing them. The smaller 
the importance the authorities concerned 
consider it possible to attach to these 
considerations the more will transport itself 
benefit. All that can be asked of transport 
agents is that their services, on all transport 
routes, shall be adequate for the needs of 

* The details of a great number of problems have been 
submitted for consideration in the documents laid before 
the Conference, particularly in the memorandum of the 
International Chamber of Commerce on Trade Barriers. 
The Conference considers that this memorandum in 
particular should be brought to the knowledge of the 
competent technical organizations of the League of 
Nations, and it is confident that those organizations will 


study the conclusions given in it with the most lively 
desire to give them the effect desired by international 


commerce. 
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trade, shall be provided without prejudicial 
discrimination between different nationali- 
ties, and that their régime shall, as far as 
possible, not be such as to place any obstacle 
in the way of international trade, but shall, 
on the contrary, promote the free flow of 
traffic. 
~The Economic Conference has taken note 
of the efforts already made by various 
States, notably in the Organization for 
Communications and Transit of the League 
of Nations, to remove so far as possible 
conditions and discriminations liable to 
disturb the normal operation of transports. 
Such is the principal aim of the General 
Conventions on the Freedom of Transit and 
on the Régime of International Navigable 
- Waterways concluded at the Barcelona 
Conference in 1921 and of the General 
- Conventions on the International Régime of 
Railways and on the International Régime 
of Maritime Ports concluded at the Geneva 
Conference of 1923. It is inevitable that 
the texts of these Conventions should be 
open to criticism from various quarters and 
should not be able to satisfy simultaneously 
the most conflicting national contentions on 
all points. Such as they are, however, 
they represent a considerable step forward; 
their full and loyal application on as uni- 
versal a basis as possible would establish a 
stable system of liberty and equitable 
international treatment of transport within 
the limits which have been judged reason- 
ably possible. 

It would not seem opportune for the 
Conference to revert to the sometimes very 
delicate discussions—notably with regard 
to the coasting trade, railway rates, etc. 
which took place at the meetings which 
resulted in the satisfactory conclusion of 
these Conventions; but, although a fresh 
examination of the contents of these Con- 
ventions does not appear advisable, atten- 
tion should be drawn to the fact that, 
particularly as regards the Conventions of 
1923, which were signed by a very large 
number of States, the progress of ratifica- 
tion and accession has been singularly slow. 
It would be most regrettable from the 
point of view of international trade if even 
those Governments which sigued these 
Conventions did not ratify them as soon as 
possible and if the greatest possible number 
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of States did not accede thereto. In the 
majority of cases, the Governments them. 
selves have made every effort to hasten 
these ratifications, but the application of the 
Conventions and the essential ratifications 
themselves can only be ensured if the public 
opinion concerned in the various countries 
shows a desire that this work should be 
carried through. The Economic Confer. 
ence would perform a useful task if jt 
addressed a fresh appeal in this connection 
to the Governments concerned and to the 
competent circles in the different countries, 

The same appeal might well be made to 
accelerate the putting into force of the 
Convention on Customs Formalities, con. 
cluded at Geneva in 1923.° This Convep-. 
tion was not concluded for the purpose of 
facilitating transports, but the effects of it 
would nevertheless be particularly valuable 
for the free play of communications. 
Every simplification of Customs formalities, 
again, reduces the field in which discrimina- 
tions prejudicial to trade and to transport 
itself can be exercised. 

The application of such general conven- 
tions is no doubt insufficient in practice to 
eliminate in the sphere of transports all 
discriminations and all obstacles to inter- 
national trade. In each branch of trans- 
ports and with regard to a large number of 
special questions, direct and continuous 
coiperation between the experts responsible 
in the different countries is necessary, and 
indeed has been established in a satisfactory 
manner. To quote only a few examples: 
the International Chamber of Commerce 
comprises persons belonging to the com- 
mercial circles concerned in_ transport 
questions; the International Union of Rail- 
ways permanently keeps in touch with one 
another the railway administrations of 
Europe and some of those of Asia; while 
the Organization for Communications and 
Transit of the League of Nations, through 
its Advisory and Technical Committee and 
its specialized Committees on transport by 
rail, inland navigation, ports and maritime 
navigation, and road traffic, establishes 
coiiperation particularly between official 
Government circles. Close touch is main- 
tained between these various bodies and 
also with the River Commissions of the 


1° See also II-5: Customs Formalities. 
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international rivers of Europe and the 
great international organizations of under- 
takings concerned in maritime navigation 
and aerial navigation. 

It is not possible to mention here all the 
work already done by these various organi- 
zations, or still in progress, which is of great 
importance for the removal of obstacles 
and measures of discrimination detrimental 
tointernational trade. It is worth drawing 
attention, however, to the efforts made with 
a view to promoting the circulation of roll- 
ing-stock and to standardizing railway 
nomenclature in order to facilitate the 
negotiation and conclusion of agreements 
for the introduction of international rail- 
way tariffs; similarly, steps are being taken 
to ensure the maximum of coiperation 
between the various modes of transport 
and the development of combined tariffs. 
Attention should also be drawn to the 
dificult and particularly important task 
which falls to the River Commissions in 
laying down measures for the purpose of 
facilitating the passage of the frontier on 
large international waterways and of 
simplifying formalities of all kinds detri- 
mental to the free movement of navigation 
and to the full utilization of river ports. 
lastly, the next General Conference on 
Communications and Transit, which is to 
meet at Geneva in August 1927, and at 
which various organizations mentioned 
above will be represented, will no doubt 
consider the best means of coérdinating the 
mumerous investigations in progress. In 
particular, on the initiative of the last 
Assembly of the League of Nations, and in 
conformity with a plan drawn up by the 
Advisory and Technical Committee for 
Communications and Transit, it proposes to 
begin to apply a plan for the systematic 
collection and distribution of general 
information on communications and transit 
of a nature to establish between the admin- 
istrations concerned in European countries 
and those of non-European countries a 
collaboration which, generally speaking, is 
lacking at present. The data which will 
thus be collected, summarized and published 
and which relate in particular to interna- 
tional agreements of a public nature in 
the various countries, important works in 
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course of construction or completed, general 
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statistics of traffic, 
in freights and tariff systems, will be of 
great interest if they are widely circulated 
to the circles concerned with transport 
questions and to those engaged in commerce. 
They will also make it possible for the 
League of Nations, when organizing inter- 
national cotperatlon in matters of trans- 
ports, to deal more fully with practical 
details and to ascertain, with greater pre- 
cision than the general texts of the Conven- 
tions allow for, the position with regard to 
the practical application of the principles 
embodied in these Conventions, the possi- 
bilities of extending this application and the 
difficulties which may be encountered by 
international transport. 

The Economic Conference cannot, of 
course, attempt to substitute itself for the 
various international organizations dealing 
with transport questions and examine afresh 
the problems which engaged their atten- 
tion; it can but approve their efforts and 


urgently request all the authorities con- ie 


cerned to lend them their assistance in the 
general interests of international trade. 
For these reasons, 

(1) Whereas the General Conventions — 
on the Freedom of Transit and on the 
Régime of Navigable Waterways of 
International Concern concluded at | 
the Barcelona Conference in 1921 and © 
the General Conventions on the Inter- 
national Régime of Railways and on the 
International Régime of Maritime Ports 
concluded at the Geneva Conference of ; 
1923 have taken full account of the 
complexity of the question, and whereas 
their general application would ensure 
for transports a stable system of freedom sy 
and equitable international treatment _ 
without unfair discrimination, care being 
taken to leave to the tariffs sufficient | 
flexibility to permit of their being 
adapted as closely as possible to the 
complex needs of trade; Za 

Whereas the widest possible —_, 

tion of the General Convention on the 
Simplification of Customs Formalities 
concluded at Geneva in 1923 would | 
certainly facilitate the free operation of 
transport; 
The Conference recommends: 

That the States which have not yet 
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ratified the above-mentioned General 
Conventions of Barcelona and Geneva 
should proceed to do so as soon as 
possible and that as many States as 
possible should accede thereto; 

(2) Whereas the best results are to be 
anticipated from the activities and 
cobperation of the great international 
organizations which permanently study 
transport questions, in particular: 

The Organization for Communications 
and Transit of the League of Nations 


through its Advisory and Technical 
Committee for Communications and 
Transit, which provides for liaison 


between the Governments; 

The International Chamber of Com- 
merce, which comprises representative 
persons belonging to the commercial 
circles concerned; 

The International Union of Railways, 
which unites the railway administrations 
of Europe and part of Asia; 

The River Commissions of the Inter- 
national Rivers of Europe and the various 
international organizations representing 
the circles concerned in maritime and 
aerial navigation; 

The Conference recommends: 

That the close cotperation already 
established will continue in future so as to 
take account of the various aspects of the 
problems raised by international traffic 
and so as to cotrdinate the solutions 
proposed, and that all the authorities 
concerned will support the efforts of these 
organizations; 

(3) Whereas its attention has been 
drawn to certain forms of indirect 
discrimination between flags in maritime 
navigation which may be facilitated by 
the absence of uniform rules governing 
the construction and equipment of ships 
from the point of view of safety at sea; 

Whereas it is desirable, in the interests 
both of the safety of life and property at 
sea and of international overseas trade, 
that uniform rules governing the con- 

struction and equipment of vessels in 
so far as they concern safety should be 
embodied in an international agreement 
and that all maritime countries should 
reciprocally accept such rules; fe 


wat 
The Conference: 
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(a) Notes the fact that measures are 
now being taken to introduce uniform 
international rules on this point; 

(b) Recommends that, pending the 
general adoption of these rules, maritime 
countries should endeavor to conclude 
agreements recognizing the equivalence 
of measures of safety taken on board their 
ships. 

3. INDUSTRY 
I. Tue Sirvation 

During the part of its discussions which 
especially concerned industry, as well as jp 
the general debate on the economic sityg. 
tion, the Conference naturally devoted 
most of its attention especially to ap 
analysis of the major causes which haye 
adversely affected the basic world industries 
and of the remedies which could be sug- 
gested. 

The difficulties with which the industries 
of principal international importance are 
faced in certain parts of the world are not 
mainly due to an inadequacy either of 
scientific invention or of raw materials, 
The chief difficulties now experienced 
result from the facts that in certain coun- 
tries sufficient capital has not been available 
or that, with existing restrictions and under 
present conditions, the available markets 
are inadequate for the productive capacity 
in a number of the principal industries. 
This maladjustment results from many 
causes and takes various forms. There 
is a maldistribution of plant and equip- 
ment. In those countries which _par- 
ticipated actively in the war, plant in many 
industries was increased for military pur- 
poses beyond the scale of what is required 
in peace; in other countries, new plant was 
installed to produce goods which could 
not be imported during the war; and the 
experience of war deprivations has devel- 
oped a desire on the part of a number of 
nations to make themselves self-sufficing. 
Moreover, the general impoverishment of 
Europe immediately after the war lessened 
savings and handicapped industry by 
reducing at once the purchasing power of 
its clientele and the possibility of financial 
assistance from European money markets. 

Other causes have tended to a new 
distribution of manufacturing equipment; 
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discoveries, for instance, have 

brought about a change in the use of raw 
materials or in the utilization of sources 
of energy and a displacement of industrial 
centres. The normal development of cer- 
tain repair and finishing industries in 
partially industrialized non-European coun- 
tries, and the effort in Europe itself on the 
part of certain nations with rapidly growing 
tions to enlarge their industrial 
equipment with a view to providing work 
for an ever-increasing number of in- 
dividuals, have operated in a like direction. 

The war indirectly increased the influence 
of these causes of instability. It intensified 
the desire of various nations to work up in 
their own territories the raw materials 
they produced; it augmented the number 
and the magnitude of the obstacles placed 
in the way of the movement of goods by 
tariffs and prohibitions and of the move- 
ment of persons by immigration laws, by 
passport regulations and by restrictions on 
the right of establishment in the case of 
foreigners. Finally, the changes made in 
the structure of the economic organism as 
a result of alterations in frontiers, the 
laborious readjustment of international 
relations, and the insecurity of the financial 
and monetary situation have further 
retarded or impeded the efforts by which 
the European nations have endeavored 
torestore order in their industrial economic 
life. 

Of.these causes, some are no longer 
operative, though their effects may last 
afterthem. The danger of great immediate 
additions to equipment in industries where 
plant is already excessive is slight in the 
principal industrial countries; the will to 
save is being revived and the supply of 
capital grows steadily; exchange fluctua- 
tions are now confined to a few currencies 
and within much narrower limits than 
heretofore. 

Other causes which were noticeable 
before the war, particularly the growth of 
industries in hitherto only partially in- 
dustrialized countries, must be considered 
as permanent and in the new world situa- 
tion susceptible of direction only within 
very restricted limits. 

But it is on a third category of factors 
that the Conference, in accordance with 


its agenda, has had to concentrate its 
attention, namely those which by their 
nature can, in existing circumstances, be 
appropriately modified. Of these the most 
important are the restrictions and control of 
the movement of goods and persons and, 
above all, those which result from tariff and 
commercial policy. Certain of these prob- 
lems have been before the Commerce 
Commission, and we need not therefore 
elaborate further this aspect of the problem. 
It is enough now to say that, owing to 
the growing facilities for transport and 
the constantly increasing number of raw 
materials required for industrial produc- 
tion, the natural development of industry 
is towards greater international intercourse 
and larger international enterprises. 


Il. GENERAL CONSIDERATIONS 


This report does not attempt to cover 
again the same ground as the documenta- 
tion, which has caused great interest at 
the Conference, with regard to the situation 
and difficulties in different industries, but 
is confined to the few principal questions 
on which the discussions of the Conference 
have been concentrated. The Commission 
took as its central problem the question 
of how costs of production, and therefore 
prices, could be reduced, with the object 
of securing a better equilibrium between 
productive capacity and demand without 
adversely affecting the interests of the 
consumer or the worker. In particular, 
with this object in mind, it considered: (1) 
the question of rationalization in its 
various aspects and in this connection, (2) 
international industrial agreements, and 
(3) the collection and exchange of informa- 
tion with regard to industrial conditions. 
It has been mainly preoccupied with the 
European situation, for it is that situation 
which at the moment presents the gravest 
difficulties and calls for the most careful 
consideration. The problems which arise 
and the recommendations submitted by 
the Conference are not entirely new. 
The need at the present time is to accelerate 
a process of evolution which has been 
operative for many years. That need 
has been intensified by the events of the 
last decade. To this end the moral prestige 
of the League, which has taken up these 
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problems, the preparatory work which has 
been carried on for many months with the 
aid of economists of the highest standing, 
and the interesting and full discussions 
of the Conference itself have certainly 

attracted the attention of the public and 
have imparted a new energy and impulse. 


IIT. 


The first of these problems is that of 
rationalization, by which we understand 
the methods of technique and of organiza- 
tion designed to secure the minimum waste 
of either effort or material. 
the scientific organization of labor, stand- 
ardization both of material and of products, 
simplification of processes and improve- 
ments in the system of transport and 
marketing. 

The Conference has unanimously recog- 
nized the benefits of rationalization and of 
scientific management, and it asserts the 
urgent need of greater, more far-reaching 
and better cotrdinated efforts in this field. 

While conscious of the advantages of 
rationalization, both in the lowering of 
costs of production and of prices and in 
expanding markets, the Conference has 
not been blind to the temporary unfavor- 
able consequences which its application 
may involve in the case of certain categories 
of workers. Though, both directly and as 
consumers, the latter should in due course 
obtain their share of the advantages of a 
better organization of production, they 
may be adversely affected for a time by 
temporary unemployment while readjust- 
ments are being made. In the following 
resolutions, special account is taken of the 
legitimate anxiety which may thus be 
occasioned. 

In view of the importance of this question 
of rationalization, the Conference considers 
it desirable that the Economic Organization 
of the League should keep in touch with the 
institutions specially concerned with this 
subject, and should include a note of its 
development in its reports on industrial 


The Conference considers that one of the 
principal means of increasing output, im- 
proving conditions of labor and reducing 
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costs of production is to be found in th 
rational organization of production and 
distribution. 

The Conference considers that sych 


rationalization aims simultaneously; 


(1) At securing the maximum efficie 
of labor with the minimum of 
effort; 

(2) At facilitating by a reduction in the 
variety of patterns (where such 
variety offers no obvious ad. 


~\v vantage) the design, manufacture, 
ye use and replacement of standard. 
2 ized parts; 
(3) At avoiding waste of raw materials 
and power; 
(4) At simplifying the distribution of 
goods; 


(5) At avoiding in distribution uy. 
necessary transport, burdensome 
financial charges and the useless 
interposition of middlemen; 


Its judicious and constant application is 
calculated to secure: 


(1) To the community greater stability 
and a higher standard in the 
conditions of life; 

(2) To the consumer lower prices and 
goods more carefully adapted to 
general requirements; 

(8) To the various classes of producers 

higher and steadier remuneration 

to be equitably distributed among 
them. 

It must be applied with the care which is 
necessary in order, while at the same time 
continuing the process of rationalization, 
not to injure the legitimate interests of the 
workers; and suitable measures should be 
provided for cases where during the first 
stage of its realization it may result in loss 
of employment or more arduous work. 

It requires, further, so far as regards the 
organization of labor in the strict sense of 
the term the codperation of employees, 
and the assistance of trade and industrial 
organizations and of scientific and technical 
experts. 

The Conference accordingly recommends 
that Governments, public _ institutions, 
trade and industrial organizations or public 
opinion as the case may be: _ 
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(1) Should lead producers to direct their 
endeavors along the lines indicated above, 
and, in particular: 


(a) To encourage and promote in every 
sway the investigation and com- 
ar parison of the most adequate 
is methods and most practical proc- 

a a scientific management, and of the 

eeonomic and social results ob- 

tained thereby; 

(b) To apply these endeavors in industry, 
merely to large but also to medium 
and small undertakings and even 
to individual workers and handi- 
craftsmen, bearing in mind the 
have in household organization and 
amenities; 

(c) To give special attention to measures 
of a kind calculated to ensure to 
iest and the most worthy employ- 
ment, such as vocational selection, 
guidance and training, the due 
allotment of time between work 
tion giving the worker a fair share 

in the increase of output, and, 

generally, conditions of work and 
life favorable to the development 


esses of rationalization and of 
agriculture, trade and finance, not 
favorable effects which they may 
the individual the best, the health- 
and leisure, methods of remunera- 
and preservation of his personality; 


(2) Should carry on systematically on an 
international as well as a national basis 
the standardization of materials, parts and 
products of all types which are of interna- 
tional importance, in order to remove the 
obstacles to production and trade which 
might arise from a purely national policy of 
standardization; 

($) Should undertake on an international 
basis investigations for ascertaining the 
best methods employed and the most 
conclusive results obtained in every country 
in the application of the principles set 
out above, utilizing the investigations 
already made in certain countries and 
encouraging the exchange of information 
among those concerned; 

(4) Should spread in all quarters a clear 
realization of the advantages and the 


obligations involved in rationalization and 
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scientific management as well as of the 


possibility of their gradual achievement. 


nbd IV. INTERNATIONAL INDUSTRIAL 
AGREEMENTS " 


The Conference has examined with the 
keenest interest the question of industrial 
agreements, which have recently consider- 
ably developed and have attracted close 
attention from those sections of the com- 
munity whose interests are affected by them 
and from the public opinion of the various 
countries. 

The discussion has revealed a certain 
conflict of views and has occasioned 
reservations on the part of the representa- 
tives of different interests and countries. 
In these circumstances, the Conference has 
recognized that the phenomenon of such 
agreements, arising from economic neces- 
sities, does not constitute a matter upon 
which any conclusion of principle need be 
reached, but a development which has to 
be recognized and which, from this practical 
point of view, must be considered as good 
or bad according to the spirit which rules 
the constitution and the operation of the 
agreements, and in particular according to 
the measure in which those directing them 
are actuated by a sense of the general 
interest. 

The Conference considers that the field 
of operation for agreements, both national 
and international, is usually limited to 
branches of production which are already 
centralized and to products supplied in 
bulk or in recognized grades, and that, 
consequently, they cannot be regarded as a 
form of organization which could by itself 
alone remove the causes of the troubles 
from which the economic life of the world 
and particularly of Europe is suffering. 

Nevertheless, in certain branches of 
production they can—subject to certain 
conditions and reservations—on the one 
hand, secure a more methodical organiza- 
tion of production and a reduction in costs 
by means of a better utilization of existing 
equipment, the development on more suit- 
able lines of new plant, and a more rational 
grouping of undertakings, and, on the other 

tt The Members of the U. 8. A. Delegation, while not 


opposing, did not feel able to participate in the vote on 
this subject. 
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hand, act as a check on uneconomic compe- 

tition and reduce the evils resulting from 
fluctuations in industrial activity. 

By this means they may assure to the 
workers greater stability of employment 
and at the same time, by reducing produc- 
tion and distribution costs and consequently 
selling prices, bring advantages to the con- 
sumer. It is generally recognized that in 
this way agreements may in some cases be 
useful not only to producers but also to 
consumers and the community in general. 

Nevertheless, the Conference considers, 
on the other hand, that such agreements, if 
they encourage monopolistic tendencies and 
the application of unsound business meth- 
ods, may check technical progress in pro- 
duction and involve dangers to the legiti- 
mate interests of important sections of 
society and of particular countries. 

It consequently appears to the Conference 
that it is entirely necessary that agreements 
should not lead to an artificial rise in prices, 
which would injure consumers, and that 
they should give due consideration to the 
interests of the workers. It is further neces- 
sary that they should not, either in inten- 
tion or effect, restrict the supply to any 
particular country of raw materials or basic 
products, or without just cause create un- 
equal conditions between the finishing in- 
dustries of the consuming and producing 
countries or other countries situated in the 
same conditions. Nor must they have for 
their object or effect any reduction in the 
economic equipment which any nation con- 
siders indispensable, nor should they stereo- 
type the present position of production, 
whether from the point of view of technical 
progress or of the distribution of industries 
among the various countries in accordance 
with the necessities imposed upon each by 
its economic development and the growth of 
its population. 

The Conference considered the question 
whether there was ground for establishing a 
special juridical régime and a system of 
supervision over agreements. 

The documentation resulting from the 
labors of the Preparatory Committee shows 
that specific legislative or administrative 
measures in this direction have been taken 
by a limited number of countries only and 
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that the measures adopted are widely qj. 
vergent both in conception and form. 

The Conference recognized that, so far ag 
regards agreements limited to the producers 
of a single country, it is for each Govern. 
ment to adopt such measures in regard to 
their operation as it may think advisable, 
It agreed, however, that it is not desirable 
that national legislation should place ap 
obstacle to the attainment of the benefits 
which agreements might secure by exhibit. 
ing a prejudice against them as such. 

So far as regards international agree. 
ments, it is generally recognized that the 
establishment of an international juridical 
régime is impossible in view of the diver- 
gencies between the measures which various 
countries have considered it necessary to 
take in the matter, and on account of the 
objections of principle which a number of 
States would feel on national and constitu- 
tional grounds to any such system. It has, 
moreover, been pointed out that the laws 
and regulations and the tribunals of each 
country have jurisdiction not only over na- 
tional agreements but also over interna- 
tional agreements in so far as they involve 
operations within the national territory. 

On the other hand, it is desirable that 
voluntary recourse by parties to agreements 
to arbitral bodies should become general, 
subject to guarantees of the high com- 
petence of the latter in economic matters 
and their sense of the general interest. 

From a more general standpoint, the 
Conference considers that the League of Na- 
tions should closely follow these forms of 
international industrial coéperation and 
their effects upon technical progress, the 
development of production, conditions of 
labor, the situation as regards supplies, and 
the movement of prices, seeking in this con- 
nection the collaboration of the various 
Governments. It should collect the rele- 
vant data with a view to publishing from 
time to time such information as may be of 
general interest. The Conference is of the 
opinion that the publicity given in regard 
to the nature and operations of agreements 
constitutes one of the most effective means, 
on the one hand, of securing the support of 
public opinion to agreements which conduce 
to the general interest and, on the other 
hand, of preventing the growth of abuses. 
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V. InpustriAt INFoRMATION 


It will be seen from the above analysis 
that the Conference attached special im- 
portance to the spirit which animates the 
leaders of industry and those who are re- 
sponsible for its organic development. The 
provision of precise, complete and up-to- 
date information concerning production 
can only tend to develop in them a sense of 
the social service which their functions in- 
volve. At the same time, it should help 
the public to form a collective opinion which 
is at once well informed and reasonable. 
It is equally important to the industrialists 
themselves that they should be kept fully 
and accurately informed both of the de- 
development of their own industries and of 
the broader changes which take place in 
general industrial activity. 

The Conference has had before it a series 
of monographs on certain industries of basic 
importance which has enabled it to obtain 
an accurate view of the character of the 
present situation of industry in the world. 
These memoranda, whose compilation has 
been rendered possible by the readiness 
with which industrial organizations in dif- 
ferent countries have collaborated in the 
work and by the care and time which they 
have devoted to it, and also the monographs 
written by economists of wide reputation 
and those submitted to the Conference by a 
number of its members summarizing the 
position and views of several of the delega- 
tions, should not be held to represent the 
last word in the questions under review. 
They should be regarded as a starting-point 
for the studies which it is hoped will be con- 
ducted in the future. It is essential to en- 
courage the work already in progress, to 
promote, as far as possible, a common policy 
with reference to the manner in which in- 
formation concerning industrial activity is 
compiled, and to urge both the national 
statistical bureaus and the Economic Or- 
ganization of the League to devote even 
more attention than heretofore to the col- 
lection of statistical data which shall be of 
use not only to Governments and experts 
but also to the business world. 

The Conference decided that the informa- 
tion to be collected should cover all the 
principal industries of every country, but 


199 


dealt and in the first place those in- 
dustries which are of world importance. 
As to the channels through which these 
statistics might be collected and communi- 
cated, the Conference makes no specific 
recommendations to Governments. It con- 
siders, however, that accurate and inter- 
nationally comparable data can hardly be 
collected without the assistance of the 
competent organizations of the industries 
concerned. While emphasizing the value 
of comprehensive information, the Con- 
ference desires to draw attention to the 
necessity of adequate measures being taken 
to secure secrecy of individual returns. 
Finally, while urging the League to en- 
courage the conclusion of international 
agreements as to the terms employed, the 
scope, and the methods of compilation of 
industrial statistics, the Conference is 
anxious to link up this work of systematiza- 
tion with the similar work which may be 
undertaken with a view to the unification of 
Customs nomenclature. 
= 


Resolutions. 


I. The C that: 

(1) Effective and codrdinated production 
can only be achieved in the light of informa- 
tion of a general character, but precise and 
up-to-date, concerning raw material sup- 
plies, output, stocks, prices, wages, em- 
ployment, ete.; 

(2) It is desirable that these current data 
should make it possible to compile for each 
country with sufficiently developed indus- 
tries quantitative indices of its industrial 
production; 

(3) Such information facilitates a proper 
adjustment of supply to demand and the 
laying-down of a policy of production 
counteracting the effects of fluctuations of 
commercial activity. 

In this connection, attention may be 
drawn to the resolutions which have already 
been adopted by the Economic Committee 
of the League of Nations. 


The Conference accordingly recommends: 
(1) That statistics of this kind should be 
obtained regularly, for each country, both 
for the basic world industries and also, in 
order to render possible the compilation of 
quantitative indices of national production, 
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for the chief industries of each country; and 
that this information should be obtained, 
in as far as possible, in collaboration with 
competent organizations; 

(2) That Governments should periodi- 
cally take complete industrial censuses. 

Il. The practical value of such statistics 
is dependent on the comparability and uni- 
formity of the data furnished by each State. 

It is desirable that adequate publicity be 
given to this information, and that it may 
be internationally cotrdinated and em- 
ployed. 

The Conference accordingly recommends: 

(1) That the Economic Organization of 
the League of Nations should take all suit- 
able measures so that Governments, in 
collaboration with the chief industries, 
should arrive at international agreements 
with reference to the definition of the terms, 
the methods employed, and the scope of the 
statistics; 

(2) That the Economic Organization of 
the League of Nations should collate the 
information provided referring to sources 
and supplies of raw materials, production, 
stocks, prices, etc., and the International 
Labor Office that concerning wages, hours 
of labor, employment, etc.; 

(3) That the Economic Organization of 
the League of Nations should arrange for 
the compilation of: 

(a) Statistical and general reports of an 


ote international character with refer- 
tesa ence to the organic development 
Ls and the general conditions obtain- 
“tones ing in different branches of pro- 
‘* duction, beginning with the basic 


world industries; 

(6) Special studies concerning the sources 
of supply of certain types of raw 
materials, more especially of those 
a world shortage of which in the 
future may be anticipated; 

(c) Reviews, similar to those which have 
already been published, of the 
changes which take place in world 
production and trade. Piatt 


4. AGRICULTURE 


I. Lyrropuction 
Agriculture is the occupation of the 
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its various products represent in value the 
greater part of human labor, and the 
exchange of its products against industria] 
products forms, indeed, the basis of world 
trade. 

The agricultural population remains for 
humanity a reservoir of energy capable of 
preserving the nations from the rapid 
human wastage which may result from any 
excessive growth of industry. 

The quantity of foodstuffs and raw ma- 
terials produced by agriculture is one of the 
factors which determine the maximum 
limit of industrial development. 

The interdependence existing between 
nations is no less close between the main 
classes of occupations—agriculture, indus- 
try and commerce—and it would be vain to 
hope that one class could enjoy lasting 
prosperity independently of the others. 

Agriculture is at present hampered in the 
complete fulfilment of the economic réle 
assigned to it by a general depression vary- 
ing in degree but affecting a large number 
of countries on which the world depends for 
its supply of foodstuffs and raw materials. 

The economic depression in agriculture 
is characterized by the disequilibrium which 
has arisen between the prices of agricultural 
products and those of manufactured prod- 
ucts; as a result, agriculturists in a great 
number of countries no longer receive a 
sufficient return for their labor and on their 
capital. This depression is aggravated in 
many countries by the difficulty of obtain- 
ing credit on normal terms and by the great 
increase in fiscal charges; while it has led to 
a decrease in the purchasing power of agri- 
culturists, consumers have not, in all cases, 
benefited by a fall in the price of foodstuffs. 

The diminution in the purchasing power 
of the agricultural population has reacted 
upon industrial production, and is conse- 
quently one of the causes of unemployment, 
which in its turn reduces the outlets for 
agricultural products. 

Unless practical measures are taken to 
restore the price equilibrium, it is to be 
feared that sooner or later there will be a 
diminution in agricultural production det- 
rimental to the welfare of mankind. 

Technical means exist, however, for a 
considerable development of agricultural 
production. They must therefore be put 


of a 


— 
for 
— 
wit! 
in 
be 
doe 
= 
int 
bre 
of 
of 
ng seal 
anc 
thei 
ests 
0 
taki 
the 
con 
cou) 
ind 
be | 
agri 
soci 
I 
enc 
assc 
cult 
crea 
wou 
assi: 
7 
the 
. majority of workers throughout the worl 


into operation. Their general adoption 
would have the most beneficial consequences 


for the prosperity and economic peace of the 
world. ] 


II. Generat 
1. The Conference regards as a vital 
economic question the increase of agricul- 
tural production, and, with this in view, the 
placing of agriculture on an equal footing 
with industry by enabling all those engaged 
jn agriculture to obtain a satisfactory 
standard of living and a normal return for 
their labor and on their capital. 

It is important that this necessity should 
be brought home to public opinion, which 
does not always realize the true situation 
of agriculture and too often regards it as an 
industry of secondary importance. 

2. The improvement of agriculture must 
in the first place be the work of the agricul- 
turists themselves. The general adoption 
of technical improvements, the scientific 
organization of production and stock- 
breeding, of the campaign against the dis- 
eases and the enemies of plants and animals, 
of marketing, of the standardization of 
agricultural products in the interests both 
of the producers and consumers, of the 
search for outlets, and of credits and insur- 
ance, will permit agriculturists to reduce 
their costs of production in their own inter- 
ests and to the benefit of consumers. 

Owing to the considerable number of 
small and medium-sized agricultural under- 
takings—the tendency towards concentra- 
tion displayed in industry being absent— 
the organization of agriculturists should be 
continued along the lines of association and 
cobperation which have already been tested 
in many countries; it may with advantage 
be supplemented by agreements between 
agricultural and consumers’ coéperative 
societies. 

It is to the interest of Governments to 
encourage agriculture and the agricultural 
associations which have as their object the 
improvement of the situation of the agri- 
cultural population. In particular, the 
creation and development of mutual credit 


' would be greatly facilitated by Government 


assistance. 
The Conference draws the attention of 
the Gov ernments to > the fact that - rates 
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of interest and heavy taxation hamper 
production. 

3. Other measures to be contemplated 
depend chiefly on legislative action. In 
particular, the Conference is of opinion that 
social laws ensuring the welfare and security 
of workers should benefit agriculturists no 
less than industrial workers and employees, 
it being understood that such laws must be 
adapted to the special requirements of 
agriculture and to the special living and 
working conditions of rural populations. 
It is also of the opinion that agricultural in- 
struction at all stages and the technical 
training of agriculturists should receive the 
attention of the different Governments as 
well as of agricultural associations. 

4. It is desirable that all hindrances to 
the free circulation of and trade in agricul- 
tural products should be removed, in so far 
as their removal does not endanger the vital 
interests of the different countries and their 
workers. 

In those States in which Customs protec- 
tion is maintained, it should be reduced, 
both for industry and agriculture, to the 
lowest possible point indispensable to 
production; care should be taken to assist in 
the maintenance of an equitable balance 
between industry and agriculture and not to 
stifle one to the advantage of the other. 

The system of export prohibitions and 
export duties (with the exception of taxes 
levied for the benefit of the industry con- 
cerned) and frequent changes in Customs 
tariffs, which long experience has shown to 
be ineffectual and dangerous, should be 
definitely abandoned. 

5. The agriculturist should find his just 
remuneration not through speculation but 
in the regularity of prices, permitting him to 
reckon on a legitimate return equivalent to 
that accorded to other producers. 

6. Since, finally, the policy pursued in 
industrial or commercial questions reacts on 
the economic situation of agriculture, and 
vice-versa, the Conference requests the 
League of Nations to ensure that in all its 
organizations already existing or to be 
formed which are or may be entrusted with 
economic questions, a place be always re- 
served for agriculture proportionate to 
its importance as a social and economic 
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III. Spectat Reso.vutions 

In addition to the general resolutions 
formulated above, the Conference draws the 
attention of the League of Nations to the 
following points: 


1. Agricultural Cooperation: Relations 
between Agricultural Cooperative 

fd Societies and Consumers’ Coopera- 
tive Societies 

(i) The agriculturists of the different 
countries contribute to the improvement of 
their standard of living and to the general 
prosperity by utilizing to an increasing 
extent all forms of coiiperation: coipera- 
tive supply societies, either for the technical 
or domestic requirements of members; co- 
operative selling organizations for the regu- 
lar marketing of products; producers’ co- 
operative societies for the intermediate 
processes between the production of the raw 
material and the sale of the finished prod- 
uct; cojperative credit societies to meet the 
need for capital (bringing equipment up to 
date, improving the cultivation of the soil, 
storage of products). 

Coéperative institutions thus increase the 
purchasing power of agriculturists both as 
producers and as consumers. At the same 
time, they further economjc progress both 
by increasing productivity and improving 
quality and also by making it possible to 
utilize fully the products of the soil and 
their by-products. Lastly, they assist the 
organization of markets by methods which 
reduce to a minimum the costs of distribu- 
tion. 

(ii) Agricultural coéperative societies will 
contribute to a still greater rationalization 
of economic life in proportion as they de- 
velop their relations with the consumers’ 
coéperative societies. Direct commercial 
relations between producers and consumers, 
and between associations of producers and 
of consumers, eliminate superfluous in- 
termediaries, and, when they are sufficiently 
widespread, result in the establishment of 
prices which are advantageous to both 
parties. In addition to material profit, 
there is a moral advantage: by direct com- 
mercial relations producers and consumers 
learn to know each other and to take ac- 
count of the special characteristics and re- 
quirements of the other party. The pro- 
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ducers’ and consumers’ coperative societies 
learn to appreciate the value of direct rela. 
tions in accordance with their common 
principles. The clear realization of the 
possibility of mutual collaboration and 
mutual confidence in business transactions 
are essential to a practical solution of the 
question of direct commercial relations be. 
tween producers’ agricultural coiperative 
societies and consumers’ codperative soci- 
eties—a question which has for a long time 
past been settled in theory. 

The efforts made to achieve practical 
results should be furthered on the part of 
agriculture by the production of articles of 
specific quality and uniform type; on the 
part of the consumers’ coéperative societies 
by the determination to buy agricultural 
produce as far as possible from the agri- 
cultural producers’ coiperative societies; 
on the part of States and of public authori- 
ties by supporting the cotperative move- 
ment through the creation of chairs at uni- 
versities or of other scientific institutions, 
the institution of public courses dealing with 
the cojperative movement and by a fiscal 
policy of abstention from discriminatory 
measures against codperative societies. 

Effective collaboration, if need be in the 
form of common undertakings, will be the 
easier of realization if the producers’ and 
consumers’ coiperative societies of the dif- 
ferent countries are already nationally or- 
ganized in common economic committees. 

To ensure the normal development of 
coiperation in all the branches in which it 
exercises its activities, it is extremely im- 
portant that the laws which govern co- 
jperation should be unified where such is 
not yet the case, and should impose the 
fewest possible obstacles. 

(iii) International agreements between 
cobperative agricultural organizations with 
regard to a number of products might be of 
value in placing markets on a sound basis, 
in regularizing production and in stabilizing 
prices at levels satisfactory from the point 
of view of the balance between produc- 
tion and consumption. Such international 
agreements, to attain their aims, require 
loyal collaboration with the national and 
international coiperative consumers’ or- 
ganizations by the establishment of regular 
business channels and long-term contracts. 
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(iv) These efforts of _ and 
consumers’ cobperative organizations should 
be encouraged and furthered by the creation 
of a committee representing national and 
international coiperative organizations of 
agriculturists and of consumers—a com- 
mittee which should be entrusted with the 
establishment of a program of research and 
documentation, as well as with the task of 
ducidating the lessons taught by past ex- 
perience, with a view to bringing about new 
achievements. 


2, Agricultural Credit 

The increase of agricultural production 
is intimately bound up with the organiza- 
tion of agricultural credit, which will place 
at the disposal of agriculturists the neces- 
sary capital on favorable terms. 

Certain countries have at their disposal 
sufficient capital for agriculture, but in 
many countries adequate provision for 
agricultural credit has not as yet been made, 
either because saving has been diminished 
by the general economic conditions or be- 
cause the appropriate organizations have 
not yet been constituted. 

Such a position is seriously harmful to 
agriculture in the countries in question, 
since it prevents agriculturists from in- 
creasing their harvests, from exploiting their 
land to the full extent, from securing lower 
costs of production and from providing for 
contingencies arising from the very nature 
of agricultural production by the use of 
suitable equipment or of a reserve working 
capital. 

The first condition for surmounting these 
difficulties is the organization of suitable 
credit institutions in those countries where 
they do not yet exist and their development 
where they are already in existence. The 
best form of institution appears to be the 
wéperative credit society operating by 
means of resources which the very fact of 
association enables it to procure and to 
increase with or without the assistance of 
the public authorities. 

It is, moreover, by the cotperation of 
tational organizations that the necessary 
elective guarantees for appeals for credit, 
vhether national or international, can be 
most easily procured. 

Having had laid before it by several of 
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its members schemes with regard to the a 
setting-up of an international organization 
capable of increasing the resources available aie 
for agricultural credits where they are as 
yet insufficient; 2 

But having heard observations on that 
question based chiefly on the elementary — 
consideration that credit must be secured _ 
by effective guarantees; 

And being aware of the fact that the a, 
International Institute of Agriculture is _ 
collecting special information on the ques- —s_— 
tion of agricultural credits: 

The Conference requests the League of 
Nations to give full consideration to the 
documentation of the International Insti- __ 


tute of Agriculture with a view to examining 
the possibility of international collaboration 
in respect of agricultural credits in whatever _ 
form may be found from experience to be 
most suitable with a view to promoting the 
recovery of agriculture where agriculture is" 
short of capital. 


3. Campaign against the Diseases af- 
fecting Plants and Animals 


Diseases which affect plants and animals 
diminish agricultural production, and 
should be scientifically combated, on the a "a 
basis of an international plan and interna- = 
tional agreements. 

This international campaign has already 5 
been admitted in principle by forty-three 
nations, which have set up an “Interna- — fe 
tional Epizoétic Office,” and the Interna- 


about action in con- 
nection with phytopathology. 

International agreements which establish 
sanitary supervision, if they provide the | 
contracting countries with adequate guar- _ 
antees, should, without infringing sovereign — 
rights, remove from the regulations any — 
suspicion of disguised protection and should _ 
add to the stability of trade relations, which 
is one of the conditions of successful 
production. 


4. Agriculture in Colonies 

The Conference recommends that an 
investigation be made into the best means 
of encouraging agriculture among the in- 
digenous inhabitants in colonies and espe-_ 
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cially in tropical and subtropical colonies, 
in order to augment the prosperity of the 
indigenous inhabitants of those countries 
and to increase the general wealth. 

ri 


5. Forestry “yer 


cial study should be made of the resources 
and the exploitation of forests in order to 
assure the regular satisfaction of the needs 
of industry. 


6. Documentation on Agricultural Ques- 
tions—Statistics—Enquiry 


(i) Great as is the value of the documen- 
tation which has served as the basis for the 
discussions on agriculture, it must be 
acknowledged that there is not yet a suffi- 
cient foundation to permit of a complete 
analysis of all the problems or to suggest a 
solution of them. 

The fundamental importance of agricul- 
ture demands an exact knowledge of its 
economic situation. Such knowledge can 
only be gained satisfactorily through a 
methodical analysis of farm accounts. Such 
researches would bring about a general im- 
provement in agriculture. They would 
facilitate the mutual understanding be- 
tween the nations, and the common inter- 
ests of the agriculturists of all countries 
would thereby be interpreted with preci- 
sion. Finally, a better understanding 
would be created between the producer and 
the consumer. 

To achieve this purpose, it is desirable 
that in the different coun'ries an exact 
system of farm accounting should be formu- 
lated. These accounts should be drawn up 
in every country as simply as possible, but 
by the method ensuring the greatest guar- 
antee of accuracy, so as to obtain com- 
parable results for the different kinds of 
agricultural enterprises in any country, 
classified by climate, nature of soil, size of 
holding, systems of cultivation, principal 
crops grown, etc., and so as to make it 
possible to study the influence exerted on 
the net return of agriculture by the factors 
of greatest importance in production and 
returns (wages, quantities of chemical fer- 
tilizers consumed, taxation and social 
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The Conference recommends that a spe- 


charges, prices, indebtedness of agricy). 
turists, etc.). 

It is therefore recommended that a com. 
mittee of experts be established charged 


with the study and preparation of the req. 
uisite measures. 


(ii) The Conference considers it neces. 
sary that a better service of periodical 
agricultural statistics should be instituted, 
especially as regards live-stock and animal 
products. The data collected by the Inter. 
national Institute of Agriculture show that 
during the last twenty-five years, only 
thirty-seven countries, representing less 
than half the total area and about 30 per 
cent of the population of the world, have as 
yet proceeded to the compilation of an 
agricultural census. 

A world agricultural census on the lines 
proposed by the Internationa! Institute of 
Agriculture would make it possible to give 
to the statistical data of the different coun- 
tries a character of uniformity which up to 
the present they have lacked. 

It is no less necessary to organize, na- 
tionally and internationally, the speedy 
transmission to agriculturists of information 
on harvests, stocks, consumption, and the 
movements of different commodities, these 
being important factors in the formation of 
prices. The monthly publication of indices 
of comparative prices of agricultural prod- 
ucts and industrial products would prove of 
great value, as would indices of the principal 
elements of the costs of production of agri- 
cultural products. 


(iii) The Conference requests that all 
Governments should be invited to initiate a 
general enquiry into the present situation 
and the possibilities of developing agricul- 
ture, the distribution of holdings and the 
systems of exploitation, into the relations 
between agricultural and industrial produe- 
tion, into the comparison between agricul- 
tural and industrial prices, into the costs of 
production and selling prices, into the con- 
dition of the workers and into the facilities 
required for their access to the land, ete.—in 
fact, into the economic, social, financial 
and technical conditions of agriculture the 
study of which will permit further progress 
to be made. 
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5. GENERAL RESOLUTIONS 


(a) Economic TENDENCIES AFFECTING THE 
PEACE OF THE WoRLD 

The Conference: 

Recognizing that the maintenance of 
world peace depends largely upon the prin- 
ciples on which the economic policies of 
nations are framed and executed: 

Recommends that the Governments and 

les of the countries here represented 
should together give continuous attention 
to this aspect of the economic problem, and 
looks forward to the establishment of recog- 
nized principles designed to eliminate those 
economic difficulties which cause friction 
and misunderstanding in a world which has 
everything to gain from peaceful and har- 

monious progress. 
(b) Epucation PusB.icity 


The Conference recognizes that the 1 re- 
ception and successful application of the 
principles stated in the resolutions of the 
Conference depend, not only upon the good- 
will of Governments and Administrations, 
but upon an informed and supporting public 
opinion throughout the world, and for this 
purpose would welcome, in the economic as 
in other fields, the development of closer 
international codperation by scientific and 
educational institutions, as well as the help 
of the Press and other agencies of impor- 
tance, for the information and enlighten- 
ment of the public. 


(c) ARMAMENT EXPENDITURE 


Whereas the world as a whole still devotes 
considerable sums to armaments and to 
preparations for war, which reduce the 
savings available for the development of 
industry, commerce and agriculture, are a 
heavy burden upon the finances of the 
different States, entailing heavy taxation 
which reacts upon their whole economic 
life and lowers their standard of living, 


The Conference: 

Expresses the earnest hope that all 
efforts to effect, by agreements between 
States, limitation and reduction of arma- 
ments, and particularly those under the 
auspices of the League of Nations, will have 
successful results and thus alleviate sail 


burdens described above. 


(d) Pactric CommerctaL Co6OPERATION OF 
Att Nations: AppLicATION OF REsoLU- 
TIONS TO THE U.S. S. R. 


The Conference: 


Recognizing the importance of a renewal 
of world trade; 

Refraining absolutely from infringing 
upon political questions: 

Regards the participation of members of 
all the countries present, irrespective of 
differences in their economic systems, as a 
happy augury for a pacific commercial 
codperation of all nations. 

It is, of course, understood that, the 
members of the U. S. S. R. having declared 
that they are in favor of the resolutions in 
the list reproduced below, the remaining 
resolutions of the Conference will not be 

regarded as having effect as. regards the 
U.S. S. R. 


(e) Economic ORGANIZATION OF THE 
LEAGUE NATIONS 


The Conference wishes in the first instance 
to express its high appreciation of the work 
of the Economic Committee and the Secre- 
tariat of the League. 

The Conference is of opinion that the 
success of its work will depend upon the 
execution of the principles laid down. 

With regard to the action to be taken on 
its recommendations, the Conference, while 
offering no suggestion as to a permanent 
organization, cannot do better than draw 
the Council’s attention to the well-balanced 
composition of the Preparatory Committee, 
which has yielded excellent results in the 
preparatory work for the Conference. 

List TRANSMITTED TO THE SECRETARIAT BY THE 

Members oF THe U.S. S. R. Deveeation. 


The delegation of the U. S. S. R. votes for the 


following resolutions: 
» 


Commerce 
II. Customs Tariffs. 

No. 1 Simplification of Customs tariffs. 

No. 2. Unification of tariff nomenclature, 

with the reserve that the U. S. S. R. 

cannot associate itself with the invita- 

tion to the League of Nations. 

No. 4. Application of tariffs. 

No. 5. Customs formalities. 
No. 6. Trade statistics. 


pul. 
| 
ical id 
ed, 
mal 
ter- 
hat a 
nly 
less 
per 
as 
an a 
; 
nes 
of 
af 


206 Tue ANNALS OF THE AMERICAN ACADEMY 4 a 
III. Commercial Policy and Treaties. Agriculture 
No. 2. Fiscal charges imposed on imported The U.S. S. R. delegation votes for the special 
goods. resolutions: 
No. 4. Commercial treaties, with the reserve 3. Campaign against the diseases affecting 
concerning the invitation to the ; plants and animals. 
League of Nations. 5. Forestry. . 
6. Documentation on agricultural questions, 
IV. Indirect Means of Protecting National statistics, enquiry. 


Trade and National Navigation. 
‘ No. 1. Subsidies, direct or indirect. 


ts No. 2. Dumping and anti-dumping legisla- 
tion. 


* 


Note-—The members of the U. S. S. R. de 
 elared that they are in favor also of the resolutions 
hy enumerated below. They accompanied their 
adhesion by a declaration contained in the 
Industry Verbatim Record of the Conference. 

The U.S. S. R. delegation, while in agreement The resolutions in question are the following: 
with the principles underlying the proposals put (a) Economic tendencies affecting the 
forward in the resolutions of the Industry Com- of the world. 2 
mittee concerning “Information,” abstains from (6) Education and publicity. 
voting for the draft resolution concerning “ Infor- (c) Armament expenditure. 
mation,”” because the U. S. S. R. proposal to (d) Pacific commercial Codéperation of all 
entrust this work to the International Institute of Nations.—Application of Resolutions 


Statistics of The Hague was rejected. — to the U.S. S. R. 
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ing 
le. ROM the land of Peter the Great 
> to that of Christopher Columbus! 
“ It is a long journey, as we measure time 


and distance. There are other jour- 
g: neys that criss-cross this in every 
ce direction, touching at the door of other 
peoples whose guest I have been, in a 
way of speaking; but it was in Russia 
ill and Santo Domingo that my various 
ns mental conflicts seemed to reconcile 
themselves. It was in these two 
countries that my ruminations crystal- 
lized into definite form, so that I was 
able to add two and two together and 
find that the sum, in each case, is four. 

There is spread before me a map of 
the world. As my eyes wander over 
the familiar paths certain places spring 
out and arrest attention, saying “Stop! 
Look! Listen!”’ as vividly as the warn- 
ing at a railway crossing when it is 
illuminated by the glare of a head- 
light. Instinctively I obey the injunc- 
tion, doing all it demands, and as I look 
I see Russia, Santo Domingo, Ireland, 
Mexico, China, Nicaragua, and many 
others. I have listened to all of them 
except Ireland, and heard the same 
sounds arising from every one. My 
books tell me that Ireland is no excep- 
tion. The sounds that I now recall 
have one meaning—“‘trouble”’; that is 
what we call it, and it is the expressed 
evidence of a great unhappiness. The 
wandering gaze carries the mind from 
one part of the world to another; time 
and distance lose their meaning. Out 
of it all arises the great enigma of why? 
Why did I hear the same sounds in 
Mexico and Russia? What has either 
place to do with Santo Domingo? 
How can there be similarity between 
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By Coronet J. C. BreEcKINRIDGE 
Fleet Marine Officer, U. S. Marine Corps, United States Fleet 


any of them and Ireland? In lan- 
guage, culture, environment, climate, 
antecedents, everything, they are differ- 
ent. The Catholic faith of three of 
them is offset by the Greek faith of the 
other, and all faiths are at variance 
with the creeds of China. Yet they 
cry with the same voice, and manifest 
the same symptoms. By some process 
or other they have all arrived at similar 
conditions of life, and I must find what ; 
they have in common. Things ‘wo 
are equal to the same thing are equal _ 
to each other, and two plus two make © 
four; although the Mexican will call it o 
“cuatro,” and the Russian “cheterie,” 
the sum is translated in each case by 


th word nd figure oF 


A Wortp TouR ii 


Are you fond of travel? Then come ai, 
with me, and we will visit the countries | —y 
of which we have been speaking. 
They will all receive us kindly, and as — 
their strangely similar troubles could 
not have been brought about . 
dissimilar conditions, we will search 
among them for those similar condi- — =f 
tions which we anticipate must exist. ee) 
As we pass from country to country we 
will pause at the frontiers of other and 
happier lands, to make inquiry as to 
the nature of their well-being in an- 
effort to see what they have, but w a ; 
the others lack. Our travels will - > 
be connected. They must follow the _ 

vagaries of thought as it flits in its fit 
restless way from place to place, “we | 


from year to year, searching for an 
undefined something that will reconcile A 


the scattered and tragic actions of 


mankind. On this personally 


; 
4 


ducted tour I will try to voice the 
ruminations that have absorbed me in 
the practice of my profession, in seek- 
ing those causes that are responsible 
for the symptoms with which we of the 
military services are called upon to 
deal, 
1898 
My first glimpse of Russia was in 
1893 when, as a boy, I accompanied 
my parents on a leisurely journey 
through London, Paris, Berlin, Kénigs- 
berg, and the frontier town of Eydikuh- 
nen, through Vilna to St. Petersburg. 
What my observant eyes saw on that 
trip returned to haunt me in later 
years. We arrived in St. Petersburg 
shortly before the death of Alexander 
III, at which time the country may be 
considered as enjoying a period of what 
was normal prosperity, for Russia. 
Therefore the difference noted on 
crossing the frontier from Germany 
was as favorable as could ever be 
expected. But even then there was 
a striking difference. The neat fields 
and clean cottages which in Germany 
bore every evidence of an industrious 
personal attention, were immediately 
replaced by land that seemed to have 
been neglected since time began; in 
place of the home-like cottages there 
were picturesque but unlovely hovels, 
that were no more than holes in the 
ground, arched over by sod roofs 
through which a pipe emitted the 
smoke that first attracted my attention. 
There were some log houses of unique 
Russian architecture, that was not 
without a peculiar beauty of its own, 
but these did not seem to belong to the 
country people, the majority of whom 
appeared to live and have their being 
in hovels that presented the single 
advantage of being warm, because they 
were mostly under ground. 
At the time this condition failed to 
impress me with any feeling other 
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than one of curiosity. ‘Later, when 


my family had settled in St. Petersburg 


and made friends, I learned that the 
land of the country was divided into 
estates that belonged to a restricted 
number of favored families who ruled 
over them, and over those who worked 
upon them; and that the peasants, or 
moujiks as they are called, were looked 
upon as a lower order of humanity, if 
that, who were fit only to grub in the 
earth in order to produce an income 
for the owners. This situation I also 
accepted without analysis, because 
those with whom I was thrown were the 
children of the owners, to whom it 
was a natural condition. 

As an example of the foregoing | 
recall the family of a certain Colonel 
Svitchkoff, as I now remember the 
name, who commanded one of the 
famous regiments of horse guards, and 
was reputed to pay one hundred thou- 
sand roubles ($50,000) a year for his 
commission. In some astonishment 
I inquired if he was not paid for beinga 
colonel, and received the information 
that he, like many others, paid for that 
distinction in a fashionable regiment; 
that the money came from the estates, 
and that when the estates could no 
longer support such a luxury the fami- 
lies concerned retired thereon to re- 
cuperate. This seemed a bit twisted 
to me then, but was accepted as a 
natural custom of the country. Those 
same moujiks, who produced the 
incomes by grubbing in the earth, were 
destined to pass before me at a later 
time, and to act in such a manner as to 
perplex me beyond measure, giving 
impetus to these musings to which I 
am now trying to give expression. 


Russian Lire Was ArrtIFIcIAL 
There are but two more things that 
I care to recall about the Russia of that 
time. Play among the younger set 
was a solemn affair, not to be under- 
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taken lightly; amusement among the 
elders was stimulated, artificial. Nat- 
ural gaiety was not in the native life. 
The upper classes drank themselves 
into a condition of exhilaration that 
passed for gaiety, while the poor people 
drank themselves into a stupor; the 
difference seemed to lie chiefly between 
champagne and vodka. One sought 
excitement, the other sought oblivion. 
Those who drank champagne received 
the wealth of the country without 
effort, while those who drank vodka 
produced the wealth at great toil. 
This much was clear to me although, 
at the time, I saw neither harm nor 
danger in the situation. Those who 
enjoyed the wealth were a strange but 
charming people, whereas those who 
produced it were—not; they simply 
did not exist. Therein lay tragedy for 
them all; and there are others, in other 
parts of the world, whom we will meet 
in a little while. 


COMPARISON OF LIFE IN FINLAND 
AND Russia 


At that time a favorite playground 
for the well-to-do was in Finland, an 
autonomous grand duchy that was 
reached in about an hour’s ride by 
train. Terijoki, where my parents had 
a cottage one summer, was a short 
distance beyond the frontier town of 
Bierlie Ostroff where, on crossing the 
line into Finland, I noted an immediate 
difference almost as great as that 
presented when we entered Russia from 
Germany. A distance of but a few 
yards had taken us into another world, 
where there was neatness of house and 
field, and the evidence of that personal 
attention that we associate with the 
word “home.” A passion for the out- 
of-doors took me as far afield as a horse 
or my legs would carry me in a day, and 
I explored the surrounding country, 
visiting farms and hamlets, and making 
ludicrous efforts to converse with a 
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people who were poor but manifestly 
happy. The children played and 
shouted, and their elders worked and 
laughed; their gaiety was spontaneous. 
I never saw any evidence of an arti- 
ficially produced state of mind among 
the Finns themselves, and it appears to 
me that these circumstances portend a 
significance far deeper than appears on 
the surface. Why did these people, 
who were so close to the Russians, 
laugh while working? And why were 
the Germans so thrifty and prosperous? 
Why were the Russians so different 
from either and, although relatively 
contented in their own way, so sad? 
Because they were Russians, and the 
others were Germans and Finns? No, 
that will not do. A perfect jumble of 
protests crowd for preference. I am 
not thinking scientifically, and I know 
nothing of ethography or ethology. 
But, if the character of a people lead 
them to industry, and if they be natur- 
ally of a buoyant disposition, to what 
extent will these traits be affected by an 
artificially imposed political economy? 
Can the restrictions and limitations of 
such an artificial condition change 
their nature actually, or only appar- 
ently? Will they be bent to their 
environment, or only temporarily re- 
pressed? 


PEASANTS DestrE LAND AND LIBERTY 


I recall the epic of the Czechs in 
Russia and Siberia who, forever guided 
by the ideal of a recreated nation of 
their own, accomplished that which 
was humanly impossible. Memory 
returns with startling vividness to 
certain streets in St. Petersburg, when 
the people kneeled at the passing of 
their young Tzar, or rushed forward 
with prayers and blessings on their lips; 
and other scenes on the same streets 
twenty-five years later, when the city 
had changed its name to Petrograd, and 
those same ® people, having driven that 
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same Tzar from his throne, surged 
through the city bearing banners that 
read monotonously: “Land and Lib- 
erty”; “The Land for the People”’; 
“We Want Land, Liberty and Peace.” 
Day after day and mile after mile, 
passed the processions of massed 
humanity, giving expression for the 
first time to an artificially suppressed 
instinct of their nature. “Zemlya ee 
Vola” (land and liberty) over and over 
again. Whatever else they wanted 
was coupled with land, always and 
eternally. 
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In the eyes of the moujiks that great 
reform of 1861, the emancipation of the 
serfs, has always been regarded as a prelude 
to the general expropriation they have been 
obstinately expecting for centuries; their 
idea is that the partition all land . . . is 
due to them by virtue ot a natural, impre- 
seriptible, and primordial right. Says 

A. L. Dennis: . . . the revolution, which 
had begun as an industrial revolt, had 
spread in Russia as an agrarian convulsion. 
The Russian peasant had at last received 
land; the great estates were now broken up. 
This had taken place in spite of the fact 
that the Russian peasants were at heart 
indifferent to Bolshevik doctrines.2 Pass- 
ing by the Fontanka, at the corner of the 
_ Nevsky Prospekt, I heard the following 
_ speech: “Comrades, I have traveled all over 
_ the world, and have seen all the countries, 
_ and I tell you that if you divide all the land 
equally every man will have not less than 
five hundred acres. Shall we not then 
divide the land?” “Yes, yes! Divide the 
land!” cried the crowd.’ In spite of the 
listlessness and resignation of the peasants, 
their land-hunger gradually placed them in 
opposition to the state whose greed of 
agricultural produce made its rule arbitrary 
and ruthless.‘ 


I recall again the pretty children of 
Colonel Svitchkoff who paid $50,000 a 
year for his commission in the horse 
guards, and at the same time there flash 
before me the domiciles of such as those 
who produced hisincome. Enveloping 
_ these scenes in a span of what is now 


thirty-five years, they merge into one 
with the marching masses who bore red 
banners on the streets of Petrograd. 
And I think. 


LanpD OWNERSHIP IN SANTO 


We must move on apace, so as 
to widen our horizon; time and dis- 
tance mean nothing to us in retro- 
spective contemplation. “Hombre!” 
“Si Sefior?” Being a Dominican, al- 
though one whose credit is not one cent, 
he is invariably polite. Therefore I 
change my salutation, so as not to be 
outdone in courtesy by such as he. 
He bows and I salute or lift my 
campaign hat; he is minus covering for 
either head or feet, and has but little 
in between. I address him again. 
“Senor, will you please talk to me 
for a little while?” “Como no”— 
quite apathetically. “Where is your 
conuco?”’ (patch of land). There fol- 
lows a burst of rapid Spanish from 
which I gather that he has a little piece 
of land, but no longer lives upon it 
because he fears the gavilleros (gangs of 
outlaws). Many others have joined 
the gavilleros to protect themselves and 
their property, but they are good men 
at heart and would rather work on 
their conucos. Do all the gavilleros 
own land? No, many of them have 
sold it to the engenios (estates), and 
now have nothing of their own. Were 
these men garilleros before they sold 
their land? No, they owned conucos, 
and had chickens, and some pigs, and 
maybe a donkey; there were some out- 
laws, but they were mostly good peo- 
ple, and patriético!”’ “ Seiior, I 
thank you for your information and 
advice. It is easy to see that you are 
not only a patriotic man, but one of 
unusual industry and intelligence. You 
are a leader in this community, and I 
would beg you to use your influence 
for the good of the others. Tell them 
that the highest authorities in the capi- 
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tal, the Governor and the General, want 
them to return to their lands, and live 
and work there. Tell others what you 
yourself know so well, that it is foolish 
for a man to own a conuco and not live 
on it, where he can be happy, and his 
own master. Tell those who do not 
own land to hire themselves to others 
who do, and in this way help your 
country towards peace and prosperity. 
Will you do this?” “Si Sefior, a la 
orden.” 


Traits Santo Dominco 

I proceed on my way, followed by 
several amused Marines who appre- 
ciate the advantages of inducing ma- 
rauders to return to work and settle on 
theland. If the season be dry the dust 
of the trail will rise in a column that 
travels with the speed of the horses, but 
if it be wet the mud will be from several 
inches deep to any number of feet you 
care to imagine. Interesting trails, 
these, with a world of speculation in 
them. In some of the mountain 
passes they are worn so deep that the 
rider of a horse cannot see over the 
sides, and so narrow that he must 
kneel on the saddle to avoid risk of 
crushing his legs. It was probably 
this way on December 6, 1492, when 
Columbus discovered it, and certain it 
is that these same trails have been 
marched over by the tired feet of 
English, French, and Spanish soldiers, 
although the native Indians who 
started them are long since gone. One 
adventurer after another dispossessed 
his predecessor of the land and its 
produce, exterminating the original, 
and only real, owners. 


stories if they would, for they have 
witnessed the tireless struggle that was 
even then being illustrated before me, 
as in other parts of the world, where 
the progress of physical development 
appears to advance, and successfully 


Yes, these 
trails could tell strange and fascinating od 
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for a time, against the inexorable laws 
of economic and political evolution. 

It was the same from Barahona to 
El Jovero, from Monte Cristi to La 
Romana; once they had land, but 
they parted from it and, being land- 
less, trouble followed. “Stop! Look! 
Listen!” My body was_ trotting 
through the heat of the Dominican 
Republic but the mind was far away— 
groping for something out of the past. 
The Spanish words that surrounded me 
merged with the meaning of red signs 
that were painted in the Russian 
tongue: “Land and Liberty!” “The 
land for the People!” “Shall we not 
then divide the land?” “Yes, yes! 
Divide the land!” “Wholly indiffer- 
ent to politics, of which they under- 
stood nothing, but cunning withal 
and land-greedy, the peasants were 
only a long row of ciphers to which the 
articulate class lent significance. All 
they wanted was land, how it was 
obtained being of no moment to 
them.”* The moujik never had any- 
thing until he took the land, and then 
he stabilized. The Dominican once 
had land, but parted from it, and then 
lost his stability. For centuries his 
land had been exploited by foreigners 
whose soldiers came and went, until 
the Americans placed their feet upon 
the trails that had existed long before 
their own land was even discovered, 
and urged the people to rehabilitate 
themselves and settle. It seems that 
two and two make four in the Carib- 
bean as well as in the Baltic, in Santi- 
ago de los Caballeros as surely as in 
Nizhni Novgorod. 


TROUBLE In Mexico 


Mexico has been signaling from our 
map. We will step across the inter- 
vening water and try to read a meaning 
into the “trouble” signs that have 
been burning since the days of Porfirio 
Diaz. It is not so long since I was there 
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and heard a great deal about trouble, 
but saw none. But I have been there 
at other times when there was enough 
of it, and I do not want any more. 
There is talk about the Church, but 
this makes no contact in my rumina- 
tions; there was no such factor in the 
other countries we have visited, and 
we are looking for similarities. Many 
epithets are applied to Mexico—Bol- 
shevik, Radical, Socialist, Syndicalist— 
but I do not know what anybody else 
means by these. The country is said 
to be under the influence of Moscow, 
whatever that implies, and this seems 
strange in any case because the major- 
ity of the Russian people are apparently 
under no such influence. Moscow is, 
as I understand it, an avowedly Com- 
munistic community whereas the mou- 
jiks, who constitute from seventy to 
eighty per cent of the population, are 
all petty capitalists since they took 
possession of the land; whether this is 
in accordance with old law, new law, or 
any law, is of no consequence whatever, 
because it is an unchangeable fact; a 
sort of hostile inertia of the humanmass. 
We hear mention of labor parties 
and their troubles, and I am inclined 
to discard all such because they do not 
differ, in theory at least, from condi- 
tions in all other countires; the so-called 
labor problem is never the most 
important factor in an agricultural 
country. Mexico is agricultural, its 
population being overwhelmingly in- 
digenous native, largely Indian, and 
rooted to the soil. Hence, it follows 
that the essence of any problem that 
confronts the country is agrarian, or 
has an agrarian background. 


Lanp OwNeERSHIP IN Mexico 


Could we see but the beauties of 
nature we would thoroughly enjoy this 
gifted country, but other matters 
attract our attention. After all it is 
who are the most interesting 


and important, although seldom beau- 
tiful. Unfortunately their beauty 
seems to be in inverse ratio to they 
importance. The moujik screeching 
for land in Russia, and the Sefior ex. 
plaining why he did not live on his land 
in Santo Domingo, were unlovely to 
look upon, yet they were the factors in 
their respective countries. These peo- 
ple too have been manifesting their 
discontent; their social wheel is out of 


balance. What dothey want? What 
did they have of which they have 
been deprived? Land! “ .. . anig- 


norant peasantry, hungering for land 
which did not belong to them, who had 
not a thought for anything beyond 
their personal interests . . .”* Who 
among us has much thought beyond 
his personal interests? Certainly those 
who kept the ignorant peasantry as 
they were set no guiding example for 
others to follow, and failed to so endear 
themselves to peasant and peon as to 
make them loyal for a continuation of 
these ministrations. 

The uprisings of the Yaqui Indians 
were not caused by anything new; they 
began several centuries ago when 
Spanish settlers tried to deprive them 
of their lands. These people do not 
seem to be even remotely interested in 
anything political, although they cause 
a good deal of the trouble; they are 
simply trying to retain possession of 
what they consider to be rightfully 
theirs. “As a result of ill-advised 
legislation the Indians had, for the most 
part, lost possession of their lands, and 
of course readily espoused any cause 
that promised restitution.”* Sefior 
A. J. Paul, speaking as Secretary for 
Foreign Relations, stated in a note to 
the American Ambassador (May 24, 
1922): “It is necessary to point out, 
finally, that the grants and restitutions 
of commons of land (to village commu- 
nities) should be viewed rather as a 
tardy obedience to the just order issued 
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by King Philip (of Spain) at the dawn 
of the eighteenth century, than as a 
manifestation of acute and advanced 
Bolshevism.” So, the land did belong 
to the natives originally, not only 
because they happened to be the real 
and original owners but because it was 
admitted by King Philip! Whether 
it belonged to individuals in small 
parcels, or to communities en bloc, does 
not seem to be pertinent. In either 
case “they had a direct personal inter- 
est, either as communal owners or as 
tenants in some form.” ‘“‘When they 
were cultivating as tenants the rentals 
consisted usually of a share of the 
produce or of services to be rendered, 
or of both.”* Be this as it may, the 
situation was satisfactory to the peons 
and they were happy under it until the 
“mortmain reforms of the fifties of the 
last century”’ when “the collective 
ownership by the village community 
was deprived of legal recognition, and 
property then so held rapidly passed 
into the hands of the wealthy planta- 
tion or cattle owners, or of land specu- 
lators.’’® 


Tue OLp Story 


This is the old story, recurring with 
the cycles of history but forever opaque 
to the eyes of newer generations; 
thought smothered by ignorance, sight 
blinded by avarice—self-destruction. 
It is called business, progress, civiliza- 
tion, but it is no more than an artifi- 
cially stimulated materialism that trav- 
els in a routine groove, the end of 
which can always be anticipated. Given 
the cause, and the effect seems inevi- 
table. Those who have the most 
always get more; those who have the 
least are separated from what they 
have, until that certain day arrives 
when the many expropriate the accu- 
mulated possessions of the few. Where 
is the hand of wisdom that should 
have pointed out these inevitable re- 
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sults in Mexico, and guarded against 
them? When the ensuing turmoil 
arrives one side or the other invokes 
the sympathies of the military. In 
Russia these sympathies were with the 
masses of the people and, hence, con- 
trary to the established government 
and laws of the land. Now there is 
another government that claims to be 
communistic, but is manifestly at 
variance with the masses who are petty 
capitalists. This situation can no 
more endure than could the other. 
“And as the simplest codperation, 
where like efforts are joined to secure 
a common good, the dissatisfaction 
caused in those who, having expended 
their labors do not get their shares of 
the good, prompts them to cease 
codperating; as in the more advanced 
codperation, achieved by exchanging 
equal labors of like kind expended at 
different times, aversion to codperate 
is generated if the expected equivalent 
of labor is not rendered; so in this 
developed codperation, the failure of 
either to surrender to the other that which 
was avowedly recognized as of like value 
with the labor or product given, tends to 
prevent codperation by exciting dis- 
content with the results’? (my italics). 
With the Mexican peon as with the 
Russian moujik somebody failed to 
surrender that which was avowedly 
recognized as of like value with the 
labor or product given. Not only this, 
but, with the Mexican and the Domini- 
can, they attempted to deprive him 
of the only thing he had, so he fought 
for it in his own way. How deeply 
this situation affects the national life 
of Mexico is shown by the following: 
“Those of us who are conservative 
in temperament, both Mexicans and 
foreigners, have difficulty in appreciat- 
ing the depth and breadth of the 
Mexican upheaval. It is hard for us to 
become convinced that the revolution 


was not a mere accident but a direct 
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response to long-suppressed new needs 
and desires, forcing themselves to the 
surface from every strata of society.’ 

Other countries rise up and beckon 


to us from no great distance. Every 
one seems to say: ““Come! I can teach 
you something.” But we have seen all 


these have to show us. So we will only 
send them a friendly greeting, one that 
is filled with sympathy and under- 
standing, saying: and two make 

_ four in every country we have visited, 
_ but we hope you can arrive at a dif- 
ferent result when your own addition 
completed.” 


Crvit War IN FINLAND 


Lifting our eyes from the Caribbean, 
we see invitations being sent from all 
_ quarters of the globe. Japan calls from 
the Far East, and Denmark speaks 
with an insistent voice. There is a 
_ lure about the Baltic; it is surrounded 
by the diversities of every political 
_ ereed, so we will return to Finland-by 
one of the lines I have already traced, 
where there is so much to learn for 
those who will but see. This is the 
country where, as we have already seen, 
the children played and shouted and 
their elders worked and laughed, be- 
havior which was strange enough to 
those but recently emerged from Rus- 
sia. Finland was a pleasant plac 
until the Russian collapse. There 

_ always something to eat, and the place 
was clean and orderly; evidently the 
_ people were fond of their homes. But) 
shortly after the collapse of Russia 
_ Finland had a war of its own, a — 
mixed-up and vicious little affair. I 
- seemed to have been started by the 
erews of Russian men-of-war that ha 
been basing on Helsingfors, and to hav 
been entered into by certain of th 
labor element of the country, probabl 
assisted and abetted by the German 
who were then active in those parts, al- 
though for just what I was unable to 
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the world, striving to encompass in a — 


make out. This little civil war in Fin- 
land has fascinated me, has brooded 
over me in many other lands, has ex- 
asperated me with the suspicion of 
something that it concealed. I had 


considered the Finns a happy people, 
and certainly they were well off com- 
pared with the Russians. Why should 
they fight each other? I know all that 
was said about it, and none of it fits the 
puzzle, although most of it is probably 
correct enough. That is the trouble, 
too much has been said, and it is too 
correct; there were too many reasons. 
Consider the situation a little. A line 
was drawn across the country from 
east to west, separating the Reds, for 
so they were called, from the Whites. 
The Whites were pure Finns, and had 
nobody to help them; they were a 
scattered people and their territory 
contained no cities. The Reds were a 
mixed crowd; there were Russians of 
various persuasions and a number of 
regular German troops; all the cen- 
ters of population and all the manu- 
facturies were in their territory, which 
comprised the southern part of the 
country. Manifestly each side fought 
for what the other side had—or did it? 
The Reds started the fight, therefore 
they wanted what the Whites had. 
But the Whites had nothing except 
their land; they were little farmers and 
had no wealth, although there was food 
produced on the farms. Did the Reds 
have to fight for the food produced by 
their countrymen? No, not before 
they turned Red in any event; I was in 
the country numerous times, and saw 
there was plenty of food, and it was 
readily obtainable. It was a paradise 
compared to Russia, the home of the 
Red inspiration. 


Wuat WERE THE CAUSES OF Tus 
War? 


The mind wanders across the face of 
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moment of fleeting thought the en- 
semble of perplexities encountered in a 
varied life. So swiftly the panorama 
flashes by that we cannot arrest the 
very things for which we seek. I read 
Henry George’s Progress and Poverty 
while in Santo Domingo, and in spite of 
the heat of the southern sun I felt again 
the driven snow of Finland, so strongly 
did I try to understand the causes of 
that civil war, and the reasons for its 
settlement, and to reconcile these with 
the conditions that surrounded me 
locally. In book V and chapter II of 
this work Henry George argues against 
the private ownership of land, ex- 
pounding this as a monopoly that 
reacts to the detriment of those who 
work upon it. But here he seems to be 
considering land as in great areas, such 
as the estates of old Russia, the ha- 
ciendas of Mexico, and the later de- 
velopments of Santo Domingo; in these 
examples it would be monopolistic as 
he outlines it. The local condition of 
those who labored on the sugar estates 
aroused my interest, started the mind 
revolving on thoughts relative to social 
stability. Like Russia, there was a 
country in which the ownership of land 
was centralized in a few who employed 
the many to labor upon it, a labor in 
which the many took no interest be- 
yond their daily wages. Aristotle 
says: “The stimulus of gain is neces- 
sary to arduous work; and the stimulus 
of ownership is necessary to proper in- 
dustry, husbandry, and care.” Henry 
George did not take into consideration 
the ownership of land in small parcels, 
as it is owned in Finland, Denmark, 
Serbia and Japan, where such a condi- 
tion not only fails to monopolize, but 
serves to diffuse an ownership that 
seems to stabilize society as nothing 
else can. When those who work on 
the land own it, and live on it, they can 
in no sense be considered as in bondage 
to a monopoly, or a class. Henry 
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George failed to help me in my puzzle 
because he discussed land in terms of 
rent and wages rather than of personal 
ownership and livelihood. 

Buckle, in his incomparable History 
of Civilization in England, deals with 
these matters in a similar way; he 
confines himself to wages, rent, in- 
terest, and to land as associated to 
these, and he fails to consider land un- 
der division as against concentration, to 
the end that what would be oppressive 
in one case would be liberative in the 
other. “If what a people consume is 
always exactly equal to what they 
possess, there will be no residue, and 
therefore, no capital being accumulated, 
there will be no means by which the un- 
employed classes may be maintained.” ® 
All of this is true, as I have witnessed it, 
but it considers none except wage 
earners, to the exclusion of those who 
work for themselves and, hence, receive 
no wages. What have we been seeing? 
The indigenous peons of Mexico re- 
belled when deprived of their lands, and 
turned into wage earners. The Domin- 
icans returned to their land, livelthood, 
and homes, as soon as they could. 
Then their unbalance ceased. /The 
moujiks of Russia expropriated the 
land upon which they had been work- 
ing for others, and settled into docility 
when deprived of whatever wtges they 
had previously received. “The peasants 
have successfully resisted the Red 
Government. The main result of the 
largest Communistic experiment in 
history has been the creation of the 
largest system of peasant proprietor- 
ship—the broadest of all bases for stable 
(my italics). “The 
Soviet Government is being driven to 
a return towards economic sanity.” !° 
This refers to Russia, if you please! 
Dean Inge says that the peasants who 
expropriated the land are driving the 
Government towards economic sanity! 
And, in spite of the as yet inexplicable 
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paradoxes, the country has the broad- 
est of all bases for stable conservatism! 


Way tHe Wuairres Won 


Boss has all this to do with the civil 


war in Finland? I do not know just 
why this war came about, but I do 
know that the Whites won it, and I 
know why. They were few and far 
between, and very poor; they were not 
interested in wages or rents, or politics 
either as far as I could make out. They 
were fighting for the only thing they 
had—which was the land upon which 
was situated their homes, their liveli- 
hood, their all. It was theirs. I never 
did know what the Reds wanted, al- 
though I have heard a good deal about 
it; whatever it was, it was not theirs. 
That war was small but very ugly, and 
it indicated two things to me: (a) men 
who own land and work for themselves 
are the basis of national stability; (b) 
men who own nothing and work for 
wages are the basis of national instabil- 
ity. “I am disposed to think that 
this sudden transplantation of the 
countryman . . . within three or four 
generations, into the unnatural sur- 
roundings of the large towns has more 
to do with social unrest than is usually 
supposed. The obsessions of ill-usage 
which generate the revolutionary tem- 
per seem to occur almost exclusively 
among the town workers.”’'® This is 
to say, among wage earners, who own 
nothing. 

It is the thrifty peasants who are 
the backbone of France, and the bank 
account. It was the farmers who put 
down the anarchy of Bela Kuhn in 
Hungary, who defeated the Reds in 
Finland, who brought order into Ger- 
many at the close of the war, and who 
ceased their disorder in Russia as soon 
as they obtained possession of the 
land. Ireland has been steadily grow- 
ing peaceful, and I hear prosperous, 


since the Land Act of 1923, by which 
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the farmers were enabled to purchase 
small tracts of land upon which they 

had heretofore worked for about 
landlords, and for wages instead of for 
themselves. Some day an economist 
is going to take the question of wages 
by the throat and drag it into the open 
air, where people can see that it is not 
the important factor in social and 
economic life that it is supposed to be. 
Of course there must always be wages, 
but there should also be more earnings 
on, or from, personal property. | 
associate trouble and wages together, 
but where I find people on their own 
land I never expect trouble; and I fail 
to see that increased personal owner- 


ship will be anything but beneficial 


to both wage and profit earners. 


PreAsANtT OwneERSHIP Brincs 
STABILITY 


Please be patient while we skip 
around the world a little, in an effort 
to check the converse of what we have 
been delving into. If disassociation 
from the land brings instability, does 
association therewith always bring 
stability? From my observation I 
think it does. The Scandinavian coun- 
tries are models of thrift and order, 
and they are all predominantly agri- 
cultural. The arable land of Norway 
is divided into 248,025 farms, of which 
only 268 are of more than 50 hectares, 
while 162,877 do not exceed 2 hectares 
(1 hectare equals 2.47 acres)."" Sweden 
is a sort of park-farm-land, about half 
its population being peasants who give 
every evidence of health and happiness, 
and high intelligence. Switzerland and 
Holland follow much the same trend, 
the former having about 300,000 
peasant proprietors. But Denmark 
furnishes the greatest example among 
the small countries. “An overwhelm- 
ing majority of the Danish farms are 
owned by the farmers themselves. 
According to statistics s drawn up in 
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1919 only about 7.5 per cent were 
leased or tenanted. This figure has 
been still further reduced by a com- 
pulsory commutation of leases.” 
Denmark’s total area of about 4,302,- 
000 hectares, about 76 per cent is 
utilized for agriculture and gardening, 
9 per cent is timbered, whilst the 
greatest part of the remainder is com- 
posed of areas which are useless for cul- 
tivation and agriculture” (my italics). 
Several years ago I wrote the follow- 
ing: “Probably the most wonderful 
example of unity and self-imposed 
discipline was given to the world by 
little Serbia. Nothing remained of 
Serbia except a name in history, yet 
the soldiers, and the race itself, wher- 
ever misfortune cast them, never for a 
moment lost courage, hope, and unity 
of purpose—elements which no edict, 
command, or law, could instill into 
human beings; elements arising from 
the most intense personal desire to 
serve, in order to regain that which 
was theirs.” What was theirs? “Ser- 
bia is an agricultural country, where 
almost every peasant cultivates his own 
freehold.” 
Lanp OWNERSHIP IN JAPAN 

One more foreign host invites us to 
visit his house before we settle in our 
own country. Bidding a last farewell 
to the tombs of Peter the Great and 
Christopher Columbus, and to the 
home-farms of Scandinavia, Switzer- 
land, Holland, Germany, France and 
Serbia, and the troubled land of the 
Aztecs, we will pass, in this journey of 
contemplation, to the land of the 
Rising Sun. It is well named. The 
sun always rises on a cohtented people, 
and we must not take thé politico-labor 
agitation of which we sometimes read 
to mean a national instability, either 
social or economic. I have been in 
this country numerous-times before, 
and never have seen sign or symptom of 
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national unrest. Three fifths of the 
arable land of Japan is held by peasant 
proprietors. “The land _ situation 
yields little comfort to the Socialist or 
Communist.” “The big estate system 
through which an aristocracy owns and 
exploits the greater part of the agri- 
cultural land, does not exist in Japan. 
Here and there there are big estates. 
There is however a very large number 
of small farms owned by their oc- 
cupants. While there is a farm tenant 
problem in some parts of the country, 
it is not universal in any districts. The 
owners do not form a particular class of 
society. The rigid division of peasant 
land workers and aristocratic land 
owners, which played such an im- 
portant part in the French and 
Russian revolutions, is lacking.” 


MIGRATION TO CITIES IN THE UNITED 
STATES 


Presto! We are in the United States, 
and just in time to hear the Honorable 
Frank O. Lowden make a speech. He 
is commenting on the migration of 
farmers to the cities, and he says: “It 
means also the running down of the 
farm plant and the exhaustion of the 
soil; for the fertility of the soil is 
maintained only where farming is 
profitable. This affects, and affects 
deeply, the farmer; but it involves the 
life of the nation as well.” This is 
true, and we who have come so far 
and seen so much know why. In other 
countries it decreased the social and 
economic stability of the nation by 
separating the people from that which 
stabilizes them. Contentment by 
stocks and bonds, wages and interest, 
and kindred means, is temporary and 
artificial; when these stimuli lose their 
potency in the drab reactions that 
cannot be forever guarded against 
except in the minds of visionaries; 
when wages and interests decline and 
the cost of food goes up, only the land- 
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owning farmer remains reasonable and 
collected, even if dissatisfied. He 
alone, the world over, stands for the 
peaceful order which others criticize 
with varying degrees of violence. We 
have been seeing a mixed people, and 
some of them have done strange things 
that are hard for Americans to under- 
stand, but among those who live and 
work upon their own land we have 
never heard the faintest whisper of 
Bolshevism, Syndicalism, Communism, 
or Anarchy; but these corollaries of 
massed humanity, of that artificial 
condition that we call civilization, 
always enter, sooner or later, and under 
one name or another, into every other 
class of society except that small and 
inconsequential class which is generally 
referred to as “the rich,”’ who are, in 
times of domestic upheaval, not only 
helpless but in the position of chief 
danger. 


Is THERE A SOLUTION TO THE 
FarRMER’s PROBLEM 


“The farmer’s problem must be 
solved,” says Mr. Lowden. “There 
are many earnest men who believe 
there is no solution”; and again, 
“They say that there has been always 
a conflict between rural and urban 
civilization; and in this conflict the 
rural civilization has always gone 
down; that there is no reason why we 
should be an exception to the general 
rule; that a decaying agriculture al- 
ways has marked the first stage in the 
decline of a nation, and that we are 
helpless in the grip of this relentless 
law of the rise and fall of nations.” “ 
With the memory of other lands strong 
in our minds we will join Mr. Lowden 
in taking a more hopeful view of this 
situation. The farmer’s problem is 
going to be solved; it always is solved. 
The only question is how is it going to 
be solved, and by whom? When it is 
going to be solved cannot be deter- 
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mined until this is settled. The soly. 
tions that I have witnessed have all 
tended to leave the farmer on top, but 
the methods used were, without excep- 
tion, damned rough; nor were these 


methods adopted pursuant to thought 
or studied preparation. They were 
spontaneous. They consisted of the 
country man simply rising up and beat- 
ing the life out of the city man, a 
solution that is as simple as it is 
undesirable. The reasons for such 
conflict may be complicated, but the 
termination is simple. Country people 
fight for that which is their very own, 
whereas city people fight for that which 
belongs to somebody else. 


Farm PopuLation DECREASED 


This is sorry news with which Mr, 
Lowden greets us upon our arrival in 
our own country; but maybe he is 
mistaken. On to Washington, where 
the official figures are! Two and two 
have made four in many languages, 
but we never thought of placing them 
together in English. “‘ The farm popu- 
lation of the United States decreased 
649,000 persons last year, the biggest 
decrease in any year since 1920, ac- 
cording to estimates by the Bureau of 
Agricultural Economics, United States 
Department of Agriculture. The num- 
ber of persons living on farms January 
1, 1927, is estimated at 27,892,000 
against 28,541,000 January 1, 1926. 
It is estimated that 2,155,000 moved 
from farms to cities, towns and villages 
last year, and that 1,135,000 persons 
moved to farms, making a net move- 
ment of 1,020,000 persons away from 
farms.” * We are not interested in 
births and deaths at present; the net 
loss is 1,020,000 persons in this single 
year. Stop! Look! Listen! This is 
a danger signal in every other part of 
the world; we have watched it flare up 
when a careless people would not give 
heed. This is the biggest decrease in 
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farm since 1920. So? It 
has, then, been going on all that time, 
and probably longer; and in 1920 it 
was at least as great as in 1926. My 
pencil does a little arithmetic that is as 

rapid as the thought that inspires it, 
and on glancing up I see that the 
signal is illuminated. “Who produces 
the wealth thus piled mountain high? 
not the owners.”’ “‘America has these 
colossal fortunes, and scores of bigger 
ones, while a million farmers, whose 
efforts are vital to the life of the 
nation, are bankrupt, or on the edge of 
bankruptcy, and millions of industrial 
workers are getting less than a living 
wage.” © This is about what Mr. 
Lowden said, concerning the farmers, 
and the million farmers being bankrupt 
seems conservative when applied to the 
figures of the Department of Agricul- 
ture; the results of my recent arith- 
metical effort indicate that 1,000,000 
isa painfully inadequate figure. More 
than that left the farms last year alone. 
Maybe they were not bankrupt; but 
certainly they were neither prosperous 
nor yg because they did — 
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stability. After reading the book (in 
English) go to Denmark and see the illustra- 
tions. 
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Reilly. 

4 Review of Reviews for July, 1927—Frank O. 
Lowden. 

Department of Agriculture Official Release 
—April 20, 1927. 


CONCLUSION 


I do not want to look at any more of 
my wandering trails, at the perplexed 
and incomprehending people who have 
been my hosts, or on the countries in 
which I have ruminated as to the 
causes of social unrest. So I close 
the map of the world, and our journey 
is ended. I have no panacea. Men 
of my profession are neither economists 
nor statesmen; I can do no more than 
look, and speculate as to conclusions; 
and this is what I think: When any 
people persistently leave the land for 
any reason, they place their feet on the 
path that will eventually lead to their 
undoing. Any nation is as strong 
socially and economically as its land- 
owning population isnumerous. Pyra- 
mided wealth, that we consider an 
evidence of social stability, is, in reality, 
an evidence of approaching instability. 

From a long distance comes the 
voice of one who has spoken to us: 
“Shall we not then divide the land?” 
“Yes, yes! Divide the land!” To 
which, as I close these ruminations, I 
would add: and populate it! 


12 cena 1925—* Published by the Danish 
Ministry for Foreign Affairs, and the 
Danish Statistical Department.” I com- 
mend it to any and all who are interested 
in the causes of social and economic 


16 Editorial in Labor—June 18, 1927. 
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Rosert H. Murray. The History of 

Political Science from Plato to the Present. 

Pp. viii, 486. New York: D. Appleton 

and Co, 1926. 

To cover the history of political literature 
in so brief a compass is a difficult under- 
taking which the author has accomplished 
with admirable skill. The process of 
selection, elimination and condensation 
involved is one that no two students would 
execute alike. Consequently while one 
may differ with the author as to the relative 
importance and space accorded to different 
political theories, it is the reviewer's judg- 
ment that the task has been well performed. 
It is a readable book whose interest and 
value has been increased by the injection 
of the author’s own views and intelligent 
criticism, especially in the latter half. The 
easy attractive style is occasionally im- 
paired by the repetition of certain phrases, 
such, for example, as the statement that 
“you can do everything with bayonets 
except sit on them” which the writer has 
overworked. 

Why, however, a man of such critical 
judgment as Mr. Murray would select the 
title that he did intrigues the interest of 
the reviewer. Of course there is ample 
precedent for describing political specula- 
tion as political science, but has not the 
time come when more discrimination might 
be expected. If political science means 
anything in particular it refers to the body 
of principles governing the behavior of 
individuals in respect to political situations 
and the methodology or technique in- 
volved in the discovery and determination 
of such principles. Yet many if not most 
of the writers discussed by the author were 
not concerned with the discovery and 
treatment of the facts of political behavior. 
Speculative presumptions or a few scattered 
historical incidents generally supplied the 
data for their generalizations and too 
frequently they were concerned with what 
ought to be and ignored the things that 
were. 

This is not to say that there is no value 
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be 

in philosophical speculation as to what 
ought to be, but merely that such specula. 
tion is not science. Political science js 
concerned with the facts of political be. 
havior and with the principles that explain 
them as a basis of prophesying and plan. 
ning for the future. It contemplates g 
system of political engineering, and its 
relation to speculative philosophy and 
ethics is much the same as the relation of 
structural engineering to artistic imagina- 
tion in architecture. Each is futile with. 
out the other. Political engineering with 
all its possible system of controls may be 
worse than nothing unless back of it is a 
body of vital spiritual ideals. On the other 
hand the vision of world peace has found 
expression by creative dreamers for genera- 
tions and centuries, but it has come to 
nought for the simple reason that science 
has not yet found the system of political en- 
gineering through which the ultimate hopes 
and desires of mankind can triumph over 
the forces of passing passion. 

The real criticism then that I would 
bring against the volume is only indicated 
by the misnomer in the title. The author 
might have made his volume yield a real 
contribution to the science of politics, by 
criticizing the different writers discussed 
from the standpoint of the methodology 
of their work, and giving a special and 
consistent emphasis upon this aspect of 
their contribution. This is done occasion- 
ally but only incidentally. On the other 
hand the author's criticism is generally 
confined to the content of the theory in- 
volved. For example, his discussion of 
Machiavelli does not emphasize his con- 
tribution to studying the method of con- 
trolling the behavior of subjects, which 
is tremendously significant from the stand- 
point of a science that is concerned with 
the phenomena of political behavior. 
The author is in entire accord with Mr. 
Murray’s strictures upon the ethics of 
Machiavelli but from a scientific point of 
view he was one of the outstanding men 
in the whole period from Plato to the pres- 
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ent. Moreover one does not gain from 
this volume any conception of the method- 
ology of Aristotle, which again, from the 
reviewer's standpoint, was his great and 
outstanding achievement. 

There would seem to be a great oppor- 
tunity for some student in the history of 
political thought to make a critical survey 
of this period, in which the primary 
emphasis would be upon the methodology 
employed. A scientific interest in politics 
will not be satisfied merely by knowing 
what political writers said and what they 
meant, for it is of equal if not greater im- 
portance to know their methods of in- 
vestigation, if any, and the process of 
reasoning by which they arrived at their 
conclusions. Such a book might properly 
be called the “history of political science.” 
ARNOLD Bennett Hat. 


Maclver, R. M. The Modern State. Pp. 
xii, 504. Price, $7.00. New York: 
Oxford University Press, 1926. 

The author states that the whole of this 
volume is devoted to answering the ques- 
tion: ‘‘What is the State?” The volume, 
however, does much more than that, as it is 
a study also of forms and institutions to a 
degree not necessary to that single query. 

The introduction discusses the state as an 
association and in terms of sovereignty and 
of law. Book one covers origins, The 
Early Empire, The Emergence of Citizen- 
ship, and The Formation of the Country- 
State. Book two deals with the powers 
and functions of the state under the follow- 
ing chapter headings: The Limits of Politi- 
eal Control, The Residence of Authority, 
Might and Sovereignty, Law and Order, 
Political Government and the Economic 
Order. Book three discusses the formation 
and dissolution of the state, the forms of 
the state, the articulation of governmental 
powers, and the party system. Book four 
gives the evolution of the modern theories 
of the state, the political thought of the 
present, and a reinterpretation of the state. 

The author finds that unity of the state 
lies with the individual. ‘“‘Social order,” 
he says, “must be adjudged not only good 
but enduring in proportion as it expresses 
and is created by free personality. This 
liberty is the very condition of social devel- 
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opment, and the structure of society gains 
vastly in intricacy and in strength as it 
grows in the consentient devotion of those 
whom it should serve.” 

Those who are familiar with Maclver’s 
“The Community: A Sociological Study” 
will anticipate a book thorough in its 
analysis and sound in its philosophy. 
Such anticipations find no disappointment. 
The book is the work of a scholar, and is 
one of the outstanding contributions to 
political science made in the post-war 


decade. 
Cuyve L. Kiva. 


Dickinson, Jonn. Administrative Justice 
and the Supremacy of Law in the United 
States. Pp. xiii, 403. Price, $5.00. 
Cambridge: Harvard University Press, 
1927. 

All students of political science have been 
interested in the development of adminis- 
trative law in this country and in the prin- 
ciples of administrative jurisprudence. 
This book makes a signal contribution to 
the technical data implied in that subject. 

Distinctions are drawn between regula- 
tion by government and regulation by law. 
The relation of court review to the main- 
tenance of the supremacy of law is analyzed 
as is, also, the conclusiveness of adminis- 
trative determinations. The limits of the 
supremacy of law and the function of 
administrative parties are then discussed. 
Chapters are devoted to court review of 
determinations of the Federal Trade 
Commission, of general policy organization, 
and of rulings made in the course of ad- 
ministering the business of government. 
Final chapters treat of the administrative 
determinations of fact, and the problem of 
legal education in the light of the develop- 
ment of administrative justice. 

The book is well documented. The 
table of cases alone is of great value. There 


is a careful index. 
Cryve L. Kina. 


Harris, Norman Dwicur. Europe and 
Africa; Being a Revised Edition of Inter- 
vention and Colonization in Africa. Pp. 
ix, 479. Boston: Houghton Mifflin Co., 
1927. 

Professor Harris’s Iniervention and Colo- 

nization in Africa came from the press a 
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few months before the outbreak of the 
World War in 1914. For thirteen years 
the volume has been one of perhaps two 
most useful general works on Africa as a 
field of foreign exploitation and control. 
Events since its publication—notably, the 
loss of the German colonies, the establish- 
ment of the mandate system, the introduc- 
tion of Indian labor, and the creation of 
a quasi-independent Egypt—have, of 
course, causéd the book to fall rather badly 
out of date; and the new edition, under a 
title changed so as to be uniform with that 
of the author’s Europe and the East, is 
designed to remedy the defect. The book 
has been enlarged by approximately a 
hundred pages. Only one new chapter 
appears, i.e., Chapter IX, giving an account 
of the many significant developments in 
the Rhodesian territories since the war. 
But most of the former chapters, in being 
brought up to date, have been more or less 
expanded; a new and convenient appendix 
on the mandates system has been added; 
and a topical bibliography of eight pages 
in the earlier book has been doubled. 
Even so, the treatment of post-war develop- 
ments seems to the reviewer unfortunately 
meager. For example, the index cites only 
nine pages on which mandates are given any 
important mention; and if Rhodesia gets 
twice as much space as before, the total is 
yet only fourteen. The value of the book 
still lies primarily in the clear and readable 
outline of modern African history which 
it supplies. How the present international 
situation in the continent came about is 
splendidly set forth. For a_ thorough 
analytical description of what that situa- 
tion is, from the Cape to Cairo and from 
Senegal to Aden, the reader will have to 
look elsewhere—even though one is at a 
loss to tell him precisely where he will find 


what he wants. 
Freperic A. Oaa. 


Ovum, Howarp W. Public Welfare and 
Social Work. Pp.xvi,178. Price, $1.50. 
Chapel Hill: The University of North 
Carolina Press, 1926. 

This is a very elementary text, obviously 
to be judged on the basis of its usefulness 
as an introduction to the problems of Public 
Welfare and Social Work for the North 
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Carolina county superintendents of Public 
Welfare, teachers taking correspondence 
courses, and various study and reading 
groups, for whom it was written. 

It is Professor Odum’s contention, which 
he has emphasized a number of times, that 
there is need for more governmental par. 
ticipation in Social Work. Such public 
social service is termed Public Welfare. 
Parallel with the author’s plea for its ex. 
tension is his insistence that Public Welfare 
work be placed on a more scientific basis 
through the better equipment and training 
of its personnel. To aid in this latter task 
is the purpose of this little volume. 

The following chapter headings will 
serve to indicate the nature and range of 
the discussion: Public Welfare and Social 
Work, The Equipment of the Social Worker, 
General Modern Social Problems and 
Trends, Problems of Social Deficiency and 
Waste, Problems of Child Welfare and 
Development, Human Factors in Industry 
and Agriculture, Community Organization 
and Public Welfare, North Carolina as a 
Composite Field of Social Work and Public 
Welfare, and the Rapidly Growing City 
asa Problem Study. The author’s method, 
in each chapter, is to present several sources 
of information, the chief organizations in 
that field, the leading periodicals, and a list 
of questions to be answered on the basis of 
the references cited. 

With the growth of popular interest in 
the problems of social well-being, it is 
necessary that such popular study courses 
be prepared by competent persons, and in 
a serious way. Experts and advanced 
students in the sciences touching human 
life and human relations have been entirely 
too apt in forgetting the very considerable 
ignorance of the great mass of people 
about their subject, and hence have ignored 
or been impatient with the task of popu- 
larization and public education. With full 
appreciation of Dr. Odum’s service in this 
direction, it might be pointed out that the 
usefulness of the book under consideration 
is somewhat restricted by the fact that its 
references are almost entirely to the south, 
to its problems in industry, agriculture and 
population. Due no doubt to haste in 
preparation, there are also a number of 


errors scattered throughout the text. In- 
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cidentally, more emphasis upon the use of 
Halbert’s What Is Social Work? in connec- 
tion with this book might prove advan- 


tageous. 
James H. S. Bossarp. 


Lunpeuist, Gustav A., and CARVER, 
Tuomas Nrxon. Principles of Rural 
Sociology. Pp. vii, 484. Price, $2.84. 


Boston: Ginn & Co., 1927. 


This text in rural sociology is well adapted 
to undergraduate classes in agricultural 
colleges, where it will presumably be used. 
The style is clear and readable and a 
number of diagrams further simplify an 
understanding of the text. Mr. Lundquist 
has been able to draw upon his long expe- 
rience in rural sociology and has produced a 
teachable book. 

Certain bits of the social and economic 

theory has a familiar hard-boiled connota- 
tion. One inclines to attribute it to Mr. 
Carver. Thus imperialism, manifest des- 
tiny, et al., are carefully inculcated: “* How- 
ever, it is not absolutely necessary that we 
should try to live entirely from the products 
of our own soil unless we allow ourselves to 
be dominated by certain sentimental 
people with very limited vision. There 
are vast areas of land in the world admirably 
adapted to the growing of wheat which have 
not yet been used for that purpose. They 
are still occupied by peo ple with a lower 
civilization who are using them for hunting 
grounds and other purposes that yield a 
very small amount of subsistence. We 
must decide whether those lands are to be 
devoted indefinitely to the support of the 
progeny of these people who make a very 
inferior use of the land, or whether we shall 
follow the rule that land shall be used for 
the benefit of those who can make the most 
productive use of it, or who can make it 
support the largest number of people i in the 
best possible way.”” This idea is not car- 
ried through to its logical end but the con- 
clusion seems clear. 

There is an excellent chapter upon farm 
tenancy as also upon standards of living, 
and health and sanitation. The authors 
promise a more advanced volume in the 
future to which all rural sociologists will 
doubtless look forward with pleasure. 
Hucu Carter. 
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Public Mind. 
Price, $3.00. New York: 

E. P. Dutton & Company, 1927. 

It is too bad to call this book The Public 
Mind. The book grows out of the obser- 
vations of the author due to his interests 
in peace and a sounder basis for interna- 


ANGELL, N ORMAN. 


Pp. x, 282. 


tional relations. The subtitle on the title 
page tells us that the book deals with the 
disorders and exploitations of the public 
mind. More exactly, it deals with the 
author’s observations of the disorders and 
exploitations in the limited field of wars 
and rumors of wars. 

The author concludes that Babbitt is a 
pretty sorry manager of civilization in his 
spare time, and he does not find that either 
the professor or the parson helps much. 
He holds Anglophobia up as an exhibit and 
tells of the mechanism of press demagogy. 
He feels that to make democracy possible 
we must educate for intelligence. He holds 
logically enough that goodness is not 
enough, and that there is a moral obliga- 
tion not only to have intelligence but to 
apply it. 

The spirit of the book and its temper 
may well be gleaned from the following 
quotations from the concluding paragraphs 
in the book: 

“God will stiffen our hearts, and tell us we 
must stick it in a tight place, but He will not 
save us the trouble of finding out whether there 
is forage along this road and not along the other. 
That planning is our job, and we can not shirk 
it by passing it along casually to God. . . . 

“We have succeeded fairly well in the manage- 
ment of matter. We make steam and elec- 
tricity, and sometimes the ether, do largely what 
we want. But we have not succeeded in making 
our minds, tempers, natures, do what we want. 
There we are all the puppets of forces we often 
do not see, or face, or understand. We must 
both face and understand them more completely. 
From the conquest of inanimate nature we must 
go forward to the conquest of human nature. 
Otherwise human nature will destroy human 
L. Kine. 
CarPENTER, Nites. Immigrants and Their 

Children 1920. Pp. xvi, 431. Census 

Monographs VII, Washington: United 

States Government Printing Office, 1927. 

In the author’s words, “This monograph 
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problems arising out of the presence in this 
country of the immigrant and his children” 
(p. 1). Numerous charts, tables and maps, 
based largely on census publications, the 
reports of the Commissioner General of 
Immigration and the Report of the Immi- 
gration Commission, present in clear form 
a mass of selected material hitherto avail- 
able only in scattered volumes and records, 
and not always accessible or conveniently 
arranged for the student of American race 
problems. 

The major topics considered include the 
following: Territorial distribution of for- 
eign stock, distribution according to length 
of residence, nationality, race, language, 
age, sex, fecundity, vitality, marital condi- 
tion, intermarriage, illegitimacy, citizen- 
ship, and occupation. It is perhaps not 
good practice in a book review simply to 
list the subjects discussed as they might be 
mentioned in a table of contents, but little 
more can be done in a brief survey of such 
a many sided work as this one by Dr. Car- 
penter. It is, after all, a statistical refer- 
ence book which presents in adequate style 
the significant known facts concerning the 
immigrant problems listed above. It will 
be valuable to those who may wish to obtain 
in concise form the most authoritative 
quantitative statements as yet published 
dealing with these questions. 

While the monograph is essentially sta- 
tistical in nature, Dr. Carpenter has for- 
tunately not hesitated to supplement his 
tables with clear and sane interpretations 
of their significance. His generalizations 
are carefully made and carefully qualified, 
and few exceptions can be taken to them 
by the most cautious student. 

L. Kina. 


Perkins, Dexter. The Monroe Doctrine, 

1823-1826. Pp. xi, 280. Harvard Uni- 

versity Press, 1927. 

This is a detailed and scholarly account 
of the steps leading up to the promulgation 
of the Monroe Doctrine and its reception 
and effects in this hemisphere and in Europe. 
While it can scarcely be said that the study 
makes any startling contribution to our 
knowledge of the development of the policy 
set forth in Monroe’s message, the author 
has nevertheless rendered a valuable service 
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in his chapters dealing with the a 
of the message in the western hemisphere 
and its effects on European diplomacy jn 
the years under review. On the first point 
the evidence seems to show that the atti. 
tude of the press in the United States was 
generally favorable, “‘that this reaction had 
iis counterpart in the reaction of those 
statesmen and politicians who had no direct 
responsibility to make Monroe’s words 
good” and that “it was only in Congress 
that a salutary reserve tempered the en- 
thusiasm which the President’s declaration 
might have been expected to arouse.” 

On the second point, generally speaking, 
the English press was favorably impressed 
by the message while “in all the Conti- 
nental Courts and from most continental 
statesmen it met with profound condemna- 
tion.” On the actual diplomacy of the 
Continental powers it produced practically 
no results. “It did almost nothing to 
check European policy. In the case of the 
project of Bourbon monarchies and in its 
effects on the attitude of Canning, it stim- 
ulated rather than prevented a course of 
action inimical to the interests of the 
United States. The notion that it struck 
fear into the hearts of the diplomats of the 
Old World is a legend, and nothing more; 
and as legend it deserves to be recorded.” 

The study is a model of what scholarly 
workmanship should be and from the point 
of view of typography and bookmaking the 
volume leaves nothing to be desired. 

Lane W. LANCASTER. 


Woopsury, Rosert Morse. Workers’ 
Health and Safety: A Statistical Pro- 
gram. Pp. xiv, 207. Price, $2.50. The 

; Institute of Economics. Investigations 

in Industry and Labor. New York: 
The Macmillan Company, 1927. 
Statistics regarding industrial accidents 

and health have always been inadequate for 
purposes of social control. It is the pur- 
pose of the author to show where and why 
the defects and gaps in statistical informa- 
tion occur, what may be done to secure 
more complete data, and how use may be 
made of the facts to secure more effective 
methods of prevention, alleviation, and 
insurance against losses from accidents and 
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The volume is divided into two sections. 
The first deals with the nature of the prob- 
lems arising as a result of accidents, points 
out the kind of statistics which must be 
secured, and gives an appraisal of the 
existing statistics regarding accidents, com- 
pensation, and insurance. It closes with 
an outline of a program for accident statis- 
tics. The second section deals similarly 
with health statistics. 

Even the most casual survey of this book 
should convince the reader that present 
programs for the prevention and alleviation 
of accidents and ill health are greatly 
handicapped by the lack of uniform statis- 
tics for the entire country covering hazards, 
causes, the extent of losses suffered by the 
worker, and the effects of existing remedial 
measures. The author favors compilation 
of statistics by a Federal agency from 
reports furnished directly by the various 
industrial establishments. 

The book is well organized, well written, 
and readable as well_as scholarly. 

Cuar.es S. Trprerrs. 


Mouutron, G., and Pasvoisky, 
Leo. World War Debt Settlements. Pp. 
xiii, 448. New York: The Macmillan 
Company, 1926. 

This is another ene cf the splendid mono- 
graphs put out by the Institute of Econom- 
ies. The volume tells of the process of 
paying an international debt, gives the 
substance of the facts of Germany’s repara- 
tion obligations, treats Great Britain’s debt 
policy, discusses the French, Italian and 
Russian debt situations, and the debt prob- 
lems of the smaller European countries. 
It analyzes the extent of American cancel- 
lations, shows shifts in policies, and states 
the issues in suspense. The appendix gives 
important reparation documents in the 
United States and British debt settlements. 

L. Kine. 


Soppy, Frepericx. Wealth, Virtual Wealth 
and Debt. Pp. 320. Price, $3.50. New 
York: E. P. Dutton and Company, 
1926. 

This is a book on economics by a chemist. 
It is a better book than one could expect 
from a chemist but it reveals, nevertheless, 
at times an unfamiliarity with economic 
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terms and literature of a sort one would 
equally expect from an economist who 
started to write a text on chemistry. 

It is the sort of book that economists will 
get the most out of. It is always fruitful 
for a specialist in one kind of science to try 
his hand atanother. One need of the social 
sciences is to do away with bailiwicks. 
There is more need for the omnivorous 
reader in the world of scholarship today 
than ever before. The author of this book 
has, therefore, performed a service of no 
mean sort. See 
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Bemis, SaMUELF Lace. Pinckney’s Treaty. 


Pp. xii, 421. Price, $3.50. Baltimore: 
Johns Hopkins Press, 1926. 


The scope of this work, recently awarded 
the Pulitzer prize for the best work in 
history published during the last year, is 
wider than the title indicates. It is really 
a very careful and minute study of our 
relations with Spain from the Revolution 
until the treaty was put into effect in 1796. 
Professor Bemis devotes about half the book 
to explaining the various questions at issue 
between the United States and Spain, the 
futile negotiations and the intrigues which 
took place between 1783 and 1793. The 
activities in the Southwest where Wilkinson 
attempted to make capital out of frontier 
discontent and the negotiations between 
Jay and Gardoqui are the principal themes. 
Then came the difficulties in Europe conse- 
quent upon the French Revolution and the 
wars which followed. As Professor Bemis 
has phrased it, the Pinckney treaty was 
**America’s advantage from Europe’s dis- 
tress.” Spain, or rather Godoy, the 
“*Prince of Peace,” feared that Jay’s treaty 
with Great Britain was one of alliance 
which might perhaps result unhappily for 
Spain and so he agreed to a treaty which 
was to have great consequences. It 
granted the United States rights at the port 
of New Orleans which indirectly lead to our 
acquiring the Louisiana territory from 
France (p. 353) and it paved the way for 
the final ruin of Spain’s colonial empire in 
America. The book is excellent in its style 
and has a very complete accompaniment of 
maps and appendices which make the under- 
standing of the readerdoubly clear. _Wou'd 


Cryve L. Kine. > 
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that we might have a long series of such 
monographs as the basis of a real diplomatic 
history of the United States. 

Roy F. Nicno.s. 


Beitmont, Perry. Return to Secret Party 

Funds. Pp. xlv, 211. Putnam. 
Poutiock, James K., Jn. Party Campaign 

Funds. Pp. xi, 296. Alfred Knopf. 

These two books arrive at a time when 
the phase of politics which they discuss is 
most prominent. 

In Party Campaign Funds the author 
discusses the development of laws regulating 
campaign funds, expenditures in political 
campaigns within the last two decades, 
methods of raising and sources of campaign 
funds, and purposes for which funds are 
expended. In two concluding chapters the 
Federal and state laws relating to campaign 
funds are considered. Not the least im- 
portant part of the book is the appendix 
which presents a summary table of state 
laws regulating campaign funds. 

The author in Return to Secret Party 
Funds has confined himself to one problem — 
the abolition of the secrecy of party funds. 
In this study, which was presented to the 
Senate by Senator Hitchcock and ordered 
to be printed, are discussed the origin, pur- 
pose, and effect of the movement to abolish 
the secrecy of party funds. In the preface 
extended remarks are given on the value of 
the Reed Investigating Committee. 

Anyone who is familiar with the scarcity 
of reliable studies on the subject of cam- 
paign funds will welcome these two addi- 
tions to the available material. In “Party 
Campaign Funds” the author has placed 
chief reliance upon the party financial 
statements, national, state, and local with 
some attempts made to supplement such 
information by indirect means. Only a 
start was made in discovering campaign 
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funds by indirect means. The Reed Com. 
mittee gives us a fair sample of what can be 
obtained by going behind the scenes, A 
vast amount of researching “‘ behind scenes” 
needs to be done before the part money 
plays in campaigns can be known. 


E. B. Logan. 


Sprow1s, Jesse Witiiam. Social Psychol. 
ogy Interpreted. Pp. xii, 268. Price, 
$4.00. Williams & Wilkins Co. 

A volume intended for students who are 
beginning the study of social psychology, 


E. Origins of the 
Whig Party. Pp. viii, 260. Price, $2.50, 
Duke Univ. Press. 

Presenting the intrigues and _ political 
maneuvers attending the successive failures 
of the friends of John Quincy Adams, Clay, 
and Weston severally to organize a success- 
ful campaign for the presidency, concluding 
with the movement which succeeded with 
Harrison at its head in 1840. 


Theories of 
Price, $1.50, 


Brinkman, Caru. Recent 
Citizenship. Pp. 126. 
Yale University Press. 
Comprising The Citizen and the Subject, 

the Metaphysical State, the Pluralistic 

State, and International Citizenship. 


Professional 
Price, $1.50. Albert 


Hapcoop, Norman. 
triots. Pp.ix, 210. 
and Charles Boni. 
The material in this volume was as 

sembled by Sidney Howard and John 

Hearley, and edited by Norman Hapgood. 

The study professes to be an exposure of 

the personalities, methods and objectives 

involved in the organized effort to exploit 
patriotic impulses in the United States 
during and after the late war. 
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Agricultural people as consumers, 170. 

Agriculture: 200; codperation in, 202; credit in, 
203; general resolutions concerning, 201; in 
colonies, 203; questions and statistics on, 204; 
recommendations for, 138; see England, 
France and Germany; strain on French, 100. 

America, economic conditions in, 145. 

Arbitration, the court of, 130. 

Armament expenditures, 205. 
tures. 

Austria: import balance of, 86; inflation in, 59; 
reparation charges against, 77. 


Also see expendi- 


Balance of income and expenditures of the 
United Kingdom, 90. 

Balance of payments: in Germany, 93; in Italy, 
94. 

Balfour note, the, 122. 

Batrour, Str Artuur. The 
Chamber of Commerce, 124-31. 

Belgium: foreign trade, 1913-25, 5; import 
balance, 86; stability in, 70; upward price 
trend in, 59. 

Birth rate, low, 2. 


International 


Book Department, 220. 

Boundaries, in Europe, effect of new, 146. 

BrecKkINRIDGE, J. C. Land Owner- 
ship in Its Relation to National Stability, 
207-19. 

Brussels conference, 151. 


Bond issues offered abroad, European, 78. i 


Budget accounts: of Bulgaria, 50; of Great 


Britain, 53. 

Budget balance, Bulgaria's, 49. 

Budget deficits, 44. 

Budget: France’s 50; Great Britain’s, 53; of th 
German Reich, 48; the balanced, 49. 

Budgets: 37; government, 38. 

Bulgaria: refugees in, 136; reparation charges, 
77. 

Bulgarian government, foreign debts of, 79, 

Business, high prices stimulate, 73. . 


Capital, replaced, 15. 

Cartel control, 149. 

CarTEL QuesTION aT THE Wortp Economic 
Conrerence, Tue. Clemens Lammers, 145- 
50. 

Cartels: legal regulations of, 147; public com- 
pulsory, 147; task of the international, 171. 

Cement, British imports and exports of, 104. 

Coal: export values, 65; increase in world output, 
102; production, 25; world production of, 102. 
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_ Dawes plan, effect of the League of Nations on | 
Debt: French domestic, 51; growth of domestic, : 


Butter, H. B. Labor in Europe, 
mal 


Coal and cost of living compared, price of, 66. 

Coal strikes in England, effect of, 103. 

Cotun, H. The World Economic Conference 
of 1927, 140-4. 

Commerce: 178; growth of the international 
chamber of, 125. 

Commercial coéperation of all nations, 205. 
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